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THIS STUDY ffl the sM»nd in & series of puMic^tioas by the 
OAoe of Education on school insurants One rtudy, Scfu>ol 
Prapertj^ Intwmw9, E^perimo6i at the State Level, has id- 
rMtdj been published. Others planned for the series be . 
oonoemed with: ReloHontHp of PtoteoUon m%d FrmmRve 
Pro^rcme to Ifmmmoe Rate RedaoHon^ Wo^emen'e Compen- 
eaHon for School DiePriete; and PapU CamioUy- Accident vt. 
LiabiUty Ineimmoe for School Districte. 

Data for this i^udy were adapted from many ^urc«is. 
Among these purees wen books of a technical nature, pro- 
fessional magazine articles, State insnranM guides, research 
Judies, insurance rating schedules, inmiranoe company bulle- 
tiiM, and insurance contracts and policy forms. Although in- 
mraiKe is a highly technkid subject this publication avoids 
tedmical langnii^ except where required. 

'niis boll^in deals phmarily with school insurance man- 
ag^Mixt problooffl at the lo<^ level. It is designed lo aasiiA *• 
local school (^uds and State department of education in- 
mirazioe consultants in planning, organizing, and administer- 
ing the load school district in^iranceprc^ram. 

It is hoped that this series of studio will be useful to those • 
ooncmiMd with improring prt^^rams of school insurance. 


Fke> F. Bmac^ 

Direetor^ AdmmUe^’Otion of 
State md Looal ^ School 
Syeteme. 

a » 


£. Guoth FmaTHnoTON, 

Aeeietant OommUeionery Di- 
pieion of State and Loecd 
Sehool SyetmM. 
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Chapter I. — Introduction 
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FIInANCJS and school plant management are two related adminis- 
trative areas of great importnnre to the total school program. The 
more than, 46,000 public school districts in the LTnited Stntw now 
have an estimated $25 to $28 billion invested in elementary and 
secondary school properti^. Th^ districts are spending additional 
billions annually to operate and maintAin th^ properti^ and to 
constnict new faciliti^. A great portion of the wealth of many of 
thMO districts is represented by their inv^tment in school buildings 
and equipment. Since the loss of this investment might prove dis- 
astrous to many districts, school boards have an obligation to provide 
protection against such a 1(^ In addition, sch<K)l boards have the 
r^ponsibility for protecting their districts again^ oriier 1<«^ than 
thc«e involving school property- Failure to recognize and di^harge 
these obligations could be considfered a neglect of duty. 

One method by which school boards can protect their distrjcts 
against various riste is through the purchase of insuranre. In red^t 
years school boards have increased insiirance coverage on school 
property, and in many Statra they have expanded the scope of their 
insurance programs to cover a great variety of risks. The^ run the^ 
whole range from various types of property insurance <x)vering budd- 
ings and contents, floating equipment, -boiler and machinery, gla®, 
burglary, robbery, theft, surety, and transportation equipment 
through coverage for district liability, fidelity bonds, and in some 
cases, iusuranre giving fringe benefits to school employee 
One r^kwm for increased insurance roverage on school property 
is that school building costs and school property valu^ have in- 
creased. During the last 40 years, school building co^ have in- 
crrased by about 230 percent and other properti^ have increas«l 
in value in a similar ratio. In addition, there is more sdiool property 
to be protected today than there was in fcumo: years. Sin(» pit^>«*^ 
values flimtuate, generally in an npwud direc^mi, fr^urat insurance 
adjttstix^ts wne necearary in ordM* for scfliool districts to maintAifi 
ample coverage without overinsuring school {Hoperty. 

The ex|Huided scope of school insnrani^ progruna, cm the other 
hand, is rdated to clumging public c<mo^^ influen(^ p«'ha{« 1^ 
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recent w>urt d^^ons ki S(Hne Stat^ with respect to adiool dirtrirt 
obligations apd responsibilities. Thwe seems to be a gmeAl public 
awarene^ that achcwl employees, like ^p^^ees in branches 
of the govenunwit and in private industry, are Nititied to cwtain 
types of fringe benefits such as hMdth and acd^nt inanranc^ dis> 
ability insurance, and protec^on ^aupA t<Mt action. In addition, 
sMne ^xirts and boards of educatimi sje beginning to review and 
reevaluate the principle of gownm^tal immunity, and in Mme 
States they have ab^pted ^3me liid>ility. 

Changes in property valu^ incr^ised oorts of new buildings and 
equipn^t, and the expanded of the school inroranoe prc^frem 
hare created ixanplex uid technic managvarwMif . problenu for scho<d 
authoritiea.* *, 

School insurance management, like other school business functions, 
is so importuit to nho(d di^ikhi th^ school c^cials need to be as- 
sured that they understand the natare of, and all Um elemente e@^- 
tial to, an adequate, sa^ eomuanical shocd insunmce prc^;ram. 
Thcwe who are reqxmsible fta- managing this program want to o<m- 
SNre tlw values wa traced to hsr care, and they want thair districts 
to receive maxi m u m prckecticm frcxn ^ uuurance which tl^ pur- 
chase. Hoirever, since these offidals do ncA tmi^y hare tin^ to 
se^ out and rtudy the technical lit^ature in the vast of insur- 
Mce, it is helped that Uiis publicaticm will provkle thatn with ^e^tial 
information for a smmd sdmol insurance prcgiram. 

This ^dy, limited primarily to the adminirtratiem of schod in- 
su^oe, diSOTsses the ndnre, purpo^ and pruunples of inwmmoe; 
deAnbes the types of coverage most jfirequeiitly purchased ly 
boards; indic^Ues (he legal l»sis for school board Mthmitj imd 
senne factme whidi may ddennine schod board pdky wi^ relied 
to insuraiMse; oudines procedures fenr devd tying thn focal ^chod 
inairaiu» pre^ram ; and suggests a plan for derelpping State iMukr- 
diip and State cxNs^iltarire service in the ar^ of schod inmn«ntn«i 


*Tte taBM ‘‘aeSoM utkOTlttw^ and o^ala" an aaed 
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Chapter IL— Nature, Purpose, and 

Principles of Insurance 


l^JSURANCE as a bnsine^ has grown frtan a rdadi^ly small opera- 
tion in its Mrly days to one of the larg<^ bndn^ Miterprises in the 
country today. For instance, in 1956 the amount of life insurance in 
for<» in the UniWd Stat^ was in ex(^^ of billion, with annual 
premium payments of $10 billion, or expmditure of about $230 
for family in the country. During the y^r, fire and 
casualty ing»n^ce in the Unit^ States cost more thim $15 bUlion, 
paid l(^es of Nearly ^ billion, and eetdblished a loss ratio of abont 
56 perc^t At the same time, antcnnobile owners paid net autmnobite 
iusuranoe praniums of more than $4.6 bilhcn uid reom^d ^5 biUion 
in los3 indfflnnification, making a Ic^ ratio of 55 percent on all auto- 
mobile insuranoe in tlm cxrantary. TDuring Die ^ar, indiyidoal 
he^th and accidmt msuranoe cx^ the policyholde rs slighDy more 
than $U billion and pud daims of $670 mifliem, making a loss ratio 
of 53 percent in this field. M^mwhile, group health and a«:ident ^ 
insurance, wiDi ui underwriting expense of les than cme-half the un- 
derwrituig expense of indiyidual hMlth and aeddmt insurance, 
ean^ nearly $1.9 billion in premiums, jNiid claims of more than $1.6 
billion, and expmrienc^ a lou ratio of 8Q percent* Altiiough sdiool 
insurance is cmly a email s^;ment of the national insurance 
businen, the oosto are sizdbla ^ 

In some respects aU insurmce is oooperatiTe in nature, or in a sense^ 
mutud, in that funds are collected from many for the purpose of 
indamnifyisg those w1k> haTS imrnred losses. In effect, tlds k a 
modon ln»iMes applu»tion of an older wh«rdn nel^ihon 

“dapped l^boTi^matuialB, and scanefui^ money to replace holmes 
or l<»es at ftanUies tirtlw nd^borhood.' Hiis ap- 

prcMdi to prc^ecDcm i^aii^ ^unity loai proi»bty {Mired Dm way 
fmrDMcnig^nd&remsmutessoddksmthlsoonntiy. The principle 
of mntod protec^cm was in tteir making odkedom wlddi 

weqp held in reserre for Dm r^iIiMemmt of losses pisbaiMd sub- 

« on. PqpMBWrt d Cemmmm. SteUrtKal BMtfW Mylttoa. Ah*tr*e* »t 

miM SMila ma mmiM MMw. WaMlMtaa : UJB. QtT « r»«H Ofle^ ItSa 
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scriberft Some of these original fire insurance safeties were to 
well accepted and proved so suo(«ffiful that tfiey remain in oper- 
ation to this day. This acc»ptanc© and sucoe^ may have influenced 
invistors to orpmize stock companies for the dual purpose of wiling 
protection against It^ and of making a profit. The administra- 
tive pattern of both sto^ and mutual oompanias will discu^«i in 
ehapter V. 


PURPOSE OF INSURANCE 


Insurance is a plan whereby certain^ can be substituted for uncer- 
tainty through the pooling of hazarda This pooling pro<*w permits 
the substitution of avera^ low w»ts for actual 1<^ <x®ta. In the. 
normal process of operating ^ools, ^ool boards face many hazards. 
When thwe boards transfer uncertainty, or the <hance of It^ for 
certainty, or the cwt of insurance, to profewional risk tearers, 
&eir purpose is to protect their districts against serious loe^ These 
prof^ional risk bearers or insurance carriers provide such protec- 
tion in return for a monetaiy consideration known as an insurance 
premium. If such protection is relate to property, it is callml prop- 
erty insurant; if it protects against {K^ble dmms for damage, it is 
referred to as liability insurance ; and if it is concerned with protec- 
tion against illn^ un^ployment, perwnal accidents, and the like, 
it is dwignated as wcial insurance. 

Property ineuranoe may be secured to prt^ect ^e school di^^d 
against property damage or loss caused by fire, windstorm, hail, theft, 
bui^ary, yandalion, and oih^ jrelided hazards, Anc^ier type of 
property risk is cme ^countered whmi a building, often unpit^eded 
from the standpoint of occupancy, is und^ cfmrtruction. The rids 
involved in moving certain types of equipment, sudi as music indra- 
ments, band uniforms, athldio equipmoit, audiovisual equipa^t, 
folding (hairs, and books fnan place to pla(» oonditute anoCW type 
of property risk. In some caws school organisdi(«s muntain c&e~ 
tain ca^ iMduicw, and the poemlfle theft of tl^ae iMdaimes is umth^ 
properly risk. The op«aticm of district-owned anUwuhike, truths, 
buses, and oUm* types of mot(»’ vehicles may ^oate oth^ 
rihs, as well as the <^>mdion of boilo^ machinwy, water hw^n 
in echoed Nuulitiee. Glass, now used extendvdy in many sohoedbuM- 
ings, is robjed to btehage and this (soostitutee a propmiy rick. Fi- 
nally, there ue <$mtain pn^p^y risks inimlved in the omistrnstum of 
sfduxd buildings and in the d^v^ of equi{Kneitt usd 
where the school district may need to be prtdected against failare 

) ' 
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«Mtractors to |wform in a«ordance wiUi c»rt*in ^ncifica^cms wid 
contractual agre^ents. 

Liai>iUty wvrufenca, on the other h^d, protects U\o school dirtritt 
agaim^ lawsuits and daima PMulting frcun atttid^ts or from acts of 
negligenc* whidi have cau»d damage to, or iMtf of, the propwty of 
others, or bodily injury (including that i^^piUting in death) 8utTere<i 
by any person or i^rsons not employed by the dirtrict. Such prop- 
erty loss or damage, and such bodily injury or death may result as a 
consequwice of the exirtence, maintenance, and uae of building^ play- 
grounds and playground equipm^t, automd>ile8, bu^ or trucks, 
boilers and water h^ers, and elevators. Otlier typw of Mhool dis- 
trict lifid)ility include such rifiks as those involved in »rving food 
which may ^ spoiled in the school cafderias, or ptwible maJpract.ic« 
by school nurs^ doctors, denti^ and p^chol^ists. In some in- 
stances there have been chargee of n^ligence agmnrt teadieis and 
other school employeM. Somcf disbicts may fwl oblipted to pr^ect 
such empl^eM against tort attiom ' 

Sooiai ingurcmoe^ while not purchased extensively by school diirtiicts 
even where such coverage is permitt«i, may b«x)me significant in 
the future. This coverage may include protection to school employe 
against loai of ^laij, againrt mwiicul and hospital expense and 
against surreal expenses resulting from awidental injury, illneffl, or 
ether cau^ of this nature. 


SOME BASIC PRINaPLES OF SCHOOL INSURANCE 


The problem of prctectjng school districts agamst po®ible !t^ 
whether that lo^ repreewnts property, finane^ or forfeiture of funds 
thrmigh adverse (xmrt decimons in damage suits, is one that requires 
careful cemsideratiem by local »diool authorities. Urn sphool insur- 
am» prc^iram Should be designed to : ( 1) Protect the community’s in- 
ve^meot in k^iooI buildings and equipment; (2) (onserve the finan- 
cial reetrarcee of the school distri(^ frmn the standpoint of property 
prtRec^on and frfun the rtandpoint of prt^tion againrt the paym^t 
of lai^ liability daims; (3) secure the type knd form of protection 
mort needed the di^ict; uid (4) reld« school property protection 
Co rtndnt uid wbool onplcyee prdedioQ by rMnoving any hazards 
wh^ pr<^>CT^ and the life and saj^y of both students 

and emplcyeee. 

Thmi^ TL&t mtooded as exhauBtive, the following list of insnranoe 
prii^plee may be ikrand to be of value to Khogl Mithcnities who plan 
and hx»l aobocd d^rid insarance pn^rao^ 
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а. Risks should be dis^but^ Whrtl^r the insurance are 

stock or mutual <»mpanie8, the principle is to make tije r^upt» <»1- 
lected from the maoj aTaUable to indemfaify the iMured It^rs. 
Boards of education oftMi give row^nition to this prindpk of sprwd- 
ing risks when they dirtribute their insuraoM ImsinM among »veral 
~^putable Mmpaiiies or a^^dationa. Imuranoe «nnpaniee them^rtt 
often spimd the risks they awume by limiting their wrerage in 
specific arMS so that holooau^ or arM calamitm may nd bo per- 
mitted to create exi^sivo demands on their rewrrw, Aiu^ber way 
by which insurant ^npaniu help qjread the risk of ntartrophie 
loffi is by reinguring. 

2. The school district’s risks and diligations should be protected. 
School c^cials are obligated to prdoct the district’s arots and re- 
sources. They need to ddermine wh^l»r or nd it is judicious for 
them to aoropt ri^ without insurant. * 

8, The school distrid should o^in mudmum protwtion of ttie 
district’s interests at minimum osxA mnsistait with such protection. 
School officials need to detemine wh^ier or nd it is wise to spcmd 
district fun^ for insurance prdecticm againrt minor damage that ^ 
might be little more than ordinary wear and tear. The dMrkt might 
insure against any and ereiy 1(^ sin<» it is p^ible to purchase in- 
suranc* for alni(»t erery type of risk. HoweTer, ^ to insurame 
comfMuiies for proofing minor claims may be iMrly as much ^ the 
cost for proc^sing larger and more importuit dainM, and th^fore 
the premioms may be excmiTe hl%^tion to the risl@ in?oli^ A • 
careful analysis of risks, the oYhc^asaruu^ where it is appliohle, 
and the purcha^ of coverage with dedudible Stores are sane of 
the wap by which s^ool propertiM may have majrimum prdedion 
at minimum ooA. 

4. The cod and the coverage of ^ool insuru<^ diould be ram- 
mensurate with tlM risks involvah Tm varioos arMS whoe data 
have been shabbied for yous, tl» pi^bdde rkks are prdty well 
eda b liah e d^ and the rates ran be ^rv^iped'to fit the ridES. For 
instance, fire loss* ratios are well edaMMied, aid fire iwuaoce rates 
are detomined m part by these loss ratios, il^weva’, odtiin otil^ 
lines of imuiance do not have e^>erieime tables covering hmg poiods 
of tima In si^ rases, there may be jn^&mtim Ixm ndas thd tmild, 
up reserves until radi time as tl^se resent seon to judii^ r adncing 
t^ rates. 

б. Bssn to sand Inmaime pradkies the imndple that ywat tnn 

paymoUs over a kmg p«r»d of time dmod momd kes 

payments ot kss indwnniflraticm. TMs is adomatie» Mibe pgsB^gi 
psyn^its must 6armt izdbcmitis, eosts oi <kti^ kaanehif^ ' wd 
any other oods sta^mkd ti> the c^dathm of tike impmaara husmtoi 
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It i* of inters to ^ inrorwi to that as msuring <»mpanj*8 

spread brtween premium ecdlection and ind«nnities paid is limited 
u mu(^ as is (^nsirteiit with sotind bnsinen admin^ntion. 

6. insured is ncrt expected to m^e a profit as the rMult of an 
insure loea Iiwuran<» oHupani* gwMrrilj roeorro the ri^t to re- 
pair damped proper^ bo thrt it will be in as gocnl owiditicm as it 
was before the d^age oocurred. Howerer, eiwpt in the mm of 
gla© insura^w, mort oompaaieB pay aiA for all insurwi Icwwa. 
The^ cash ind«nnificationa are limited onlj 1^ the insurable value, 
or by the fa« amount of the p<di<^, at the time of the lo«. The 
th«)^ l»ck of ^us principle is that insurance is nc^ a ^mible, and 
that it would be oontrary to public interert for insurance amj^ni® 
to Miter into contaacto whereby poli<^holdtt8 wuld prt^t thrtm^ 
inrorwi Iosms. Tim principle is furthw toengtfiMied in all but a few 
States by r^toic^caa whi A limit indMnnificaMon to ^the actnal tsIm 
of the pro^rty at the time of Iom. A few Statt^ however, hare 
valimd-p(di (7 laws. Altho^^ their validity is scmmtimeB quMrtuoned, 
dieee Uws are int«ided to require the insuTMice ocxnpany to pay the 
full face value of tiie policy, r^ardlMS of ac^uid value of tlm 
insured property, when there is a tcrtal lo^ Howerw, it a imjKm- 
tant ^at school authoritiei not warte prwnium mc»^ Paying for 
property covMage in excee of the insurable value of the pn^erted 
riak, or jn excess of the amount of willectable indMnnities. 


ERIC 
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Chapter III. — ^Areas o£ School 
Insurance Coverage 


THK TYPES of insurant protection which school boards may find 
it nectary to purcha* fall under two main cate^riw, namely: 
(1) F'rotection of the kIiooI district’s physical prop«ti«, tanipble 
afflets, and credits; and (2) prrt«;tion against cl aims of IWjility. 

The first category include: (a) Exiting buildings and the con- 
tents of thrae buildings; (ft) buildings which are under cmnstrucbicm 
and all equipment stored either in the^ buildings or on the pr«m»« 
of such buddings; (c) equipment that may be moved from pl«» to 
place; (d) glam; (a) projwty subject to burglary, rcAbery, and 
theft; (/) property and monetary ronsideraticma requiring surety 
protection; and {g) transportation equipment. 

The second cat^ory, public school distrirt liability, indudee two 
broad areas, namely: (a) Perwmal liability, and (ft) property dam- 
age liability. Perwnal liability mclud« tfie re^wnability of tlw 
ajhool district for injury to, or death of, persons of the public, while 
projMrty damage liability covers dirtrict r^xmsibility for damage 
to, or destruction of, propwty bdonging to the public. Both ^pes 
of liability may result frcmi the *;hool duteict’s owning, iMsing, 
operating, or maintaining any type of «diool facility or equipmoit 
or from providing any kind of servire, such as food Bwvi<», medial 
service, transportation »rvi(», and devator Mrvire, fw rtndwits and 
others. 


PHYSICAL PROPERTIES, TANGIBIJ: ASSETS, AND 

FINANCES 


Ihe terms “phyaiad properties,” *^tangible aseeto,” and “flnanoee,” 
as used in this rtiidy, indnde Imildii^ equipsiHit, susMy, aeemri- 
ties, automobiles, Imses, trm^ boiIdin|^ in process of 
or any (Mher type of tangiUe p oooonoi ons that may be danuiged, da- 
troye^ tv ^len. 

8 
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Buildinga and Contento Inanrance 


Some of the more common of deetrucfion or damage to 

whool buUdingS and their contonts are fire, lightning, earthquake, 
windstorm, hail, eiplaion, riot, riot attending a strike, aocidonts of 
aircraft or vehicle, mioke^ and malicioufl dwtrnction. All th^, 
plus other p<wibilitiM for financial 1», such as the «»t of debris 
remoral, failure to return uneamwl premiums, and the like, may be 
corerwi by the standard fire insuranc* jmlicy with the numerous en- 
doraementa to it which are available. 


The Basic Fire Policy 


In general, the baric fire inauranoe policy ojvera a building, a build- 
ing and its contents, or a group of buildings and/or tfieir cont»tB 
againat all direct lc« by fire, lightning, uid rwnoral of contmta 
from the premisM endan^j^ by fire or lightning. However, this 
basic policy may be modified by adding waivers, endorsenMnts, and 
permits. To Ij© offwdire th^ must be rign«i by an authori^ repre- 
sentatire of the insurant rompany, and they must be ritached to 
the policy. 

WAIVERS 

If an insurant compMiy agrees to Burraider any right whidi 
exiria in the Imrio policy, this gurrwider is call^ a waiver. The m(^ 
(xmimon waivers are tho^ which elirfunate the nec^Bity of making 
an appraittl and submitting an inventor of Ic^ under the provimraos 
of the (»iMuran<» eontrart, provided, however, Aat the t<^^ lo®, in 
such cases, m 1« th«i 2 percent of the total effective insurarit»; and 
those whkh nullify a provision of the insurance policy that voids Um 
policy if th«a b o^er insurant cm tfi© projwfy. 

Anc^hw t«m whidi is somriliMe used interclumgMddy wi^ the 
term ‘^waiver” m “^oppel,” but tl^e is an accepted distmction be- 
tvreen the two terms, although both imply a relimiuishmmt of right 
A waiver is intuitional and murt be in writing, while ertqppd is 
ujKm miri®^ing condu^ <w Jgaonam uid predudes al> 
kging or dmying of a fad becaue of previmm adion, aU^^dtcm, 
(Mr ly which Urn eootrmy has beki a<hnitted, imjdied^ m 

ddeimiimd. 


10 BCHWii msOTAifca 

RNDOHS^Km^ 

The addition of fonra and clan.M to the fire ihsnranoe policy (a-ll- 
ing for MrtAin l»sio changM in the ^licy are toown aa endor»- 
mwita. Among the more Mimnon ty^a of endowmenta to the fire 
policy (a) Extended wrwage, (6) windstonn and hail, (e) 
imerpired preanium, (rf) vandalism end malidooa miKhief, (e) 
fallen building, (/) rental Talne, (g) eaqslMiOT, and (A) gamial* 
* fticlaaiona, 

Emt^ndM coMmge extenda the fire inanranre poli^ to oovi» the 
additional hamrds of windMorm, hail, eiploait^ ri^ att^^ing 
a strike, civil wwimodcm, a«identa of airt«ft or vAidi*, add 
damage. Thb endoi^mwit doM not incr«« toe Mnonnt of inMranoe 
on a bnilding or tm ita oait«ta, but simply provide that the 
fied amount toall include, in additiwi to damagw d«e by fire and 
lightning, any damagM cau»l by tl^ perils liAri above. 

Wmdatorm Md haO md^>r§emsnt^ like extooded Mverage^ doM n^ 
incTMse toe amount of TOvan^ rimply «toda tto »ma ua^mt 
of <»verage to inclnde the two apeoifc bamda, windriorm and hail. 
If extended oov^mge is iMd, it ia <Avia» toat an endorwpi^it oov- 
ering windatorg^^nd hail would not be nere«fy. 

Onsmpv^ mdonmimt ia dewgn«l to pr^eot the mrered 

again^ lew of premiums |mid to toe inroring ^n^ny <ar in ad- 
van« of an inwired loae. For oample, if toe {u^winms cm a i- ex* a 
5~ymr tmn polity have be« pre^M, and if te^ Ion involving a 
sisable amemnt of inwraiMe tocaild owur soot after effe^ve date 
of toe policy, the ^m^ny would be wnridwed as having earned the 
premiunu, even ttey w«e fv 8 ot 5 beyani toe 

date of toe loss. TIm anumnt of funds invdred ocmld be i w^ i dw *- 
able, and tlM sehool di^iA would suHw the Ion of f neda 

Howevw, if in this <ms there is an unerpirvid premium ndnun^t, ; 
uid if a total kw occurs neM* b^inning of pniod, 

or at any time up to a date nwr the mepiratiOT date erf tte pedky, 
aU oiMuiied premiums win be rrtonMd to tlw pdkykddor. 

In ease thwe u a f^tial k« covered ly a |xepM P^dky, the 
company k (x^o^red as having earud t^ ratire pnauu, 
the unmmt erf in ftwee » redm^ ^ ^ anwoiA <rf 

indemni^UiOT paid by tlM iMnanoe mo{Mny. Thk soeaM toat 
praniums Iwve bem pak on ftdl wmage for the ^^(^ve ttfc ^ 
Uw pol%, but ti» i^uFiM 0OTS|Mny m dtdifatod OTly for ^ zw 
dnoed ajMunt of covera ge few tte rwinnnig life erf tte p<d^. la 
thk toe TUMEpired pnmran sMkwMMki»ofMki ftw an adjot* 
ment in the total premium. 

It should be noted that mmm State laws make an to this 

general rule in that toey stipulate that in the event of a Ion pay- 
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ment exceeding th© wnount of m«ar*ii« in forw (»nnot be 
redu<»d and that there raurt. be un antOTamtic reinMAtanient of such 
lom withwit additional charge by the inauranw Moipmny. 

Fandoliifn mvd malMcmt mtsehief, an eadoimment TOvering dir^l 
property 1 ct« »o»d by the »cto of rmcketws, pmnteera; c renkw, 
hoodlum*, and otheri may be added to the fire ^licy aa a pr»matioo 
agamrt lc« resulting fiw willful or malicious physi.ml injury to, 
or the deBtructiOT of, prop«ty. 

FaUen b%Mdmg endorsement proeid« protectioii for the msurod 
in a building falla befw it ia dertroyed by fire. The basic fire 
policy excladre fallen buildmgs « a ccmdition of |»ying indamnitj 
unlaw this wnditiOT reaulta fr^D a Are; that is, aftur the iri«.ptioo 
of a fire. Thwefore, unlew thi* Midor^ment u wcured, miiuranoe 
cOTi^nies are liable for damagai rwultmg to fallen building*, 
even though they bum after falling. 

Kental mJvs la an^w ty|» of Midofement that can be addwi 
to the fire imlicy. Though UMd fw ^ool properly, this 

endonwimt «u be «nploy^ by whool Petals to provide for the 
paym<at of the ^imated rwtal value of the d^enb^ property 
m order to make funds available for the paymant of rent «i other 
quartwi during ^ time required to r^uild or repair a rtructure 
which haa be« dertrofwi «• damaged. 

Emploe^ mdm^neni protect* againrt lo« rwulting from ei- 
plooicm, e»dmiing eapl^on origmating within rteam boiler*, rteam 
pipM, ^Mun mginw, or firwhrels, but since eaploeion 

i* uxdndiMi a^«r ertwded rovNrage, the eaploaimi endoi^ment would 
□<A be required if otesM coverage is iMd. 

Omeral mder^mmt bewxnes im^tant only when the 

coinsurance dame b a |»rt of the iMuranoe ^mtrict. This im- 
portanoe win be »plaii^ in a ktn- of this rtudy. In 

di^votining the inmrabk valiM of a teilding, thb mdoreemwl per- 
mit tlM ina nrwl to exclwle Um 00^ of Buch unburnable items as 
aixMtetA^s sawioes awi land, exoavatiou and fills, pi«rs and c^itf 
supptxrts b^rtr ^ uJuiMmtrfiMa of the lowest fl«»- of a iMsraumt 
or below the Kfflbee of the ground where there is no basMMat, side- 
walks a^ w^inmg w alla , and other items that are n<g likely to 
damaged by fire. 


Most sfandard fire imr^ne ptdhfies that <mtain Wndi- 

ti<ms most always prevail in order to keep the policy in force, 


oi theee ue; fa) There shall be no ^n^e in ooatiwn^; (b) there 
ahall be no alterations, a^Uttiens, or major r^irs; (o) gen- 
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erallj waived for wliools, there is a stipulation that the premisM are 
n<A to remain vacant for more than 60 (»nMcutive days during the 
year; (d) there shaH be no other insuranc* {or if other is 

permitted, the (»mpany agrees to pay only its pro-rata ^lare of any 
lo® ); and (e) ho insurant is permitted on buildings ‘located on a 
leawd site. Any or all of the^., and perhaps other rwtrictions, may 
be removed by contract addition of permit attachmMitB or indiMiona 
granting tlie insured the right to violate th^e rwtrictiohs, or by pring 
the insured penniMion to do certain things, as the case may be. If a 
permit inerea^ the haaard or hazards, thene is generally a charge 
for it; if there are no added ^^aards, there likely will be no charge. 
However, permits, like waivers and endor^nents, may be in<x>rpo- 
rated in the original contract or tliey may be secured as needed, but 
must be signed by a repr^ntative of the company and must be at- 
tached to, and become a part of, the jiolicy. 


Builder*! Risk Inaarui^ 


Buildings that are under construction and equipment and suppliee 
stored, either in the building or on the premise may be protected by 
a modified form of the fire policy known as builder’s risk insurance. 
The standard fire policy is nmdified by attaching an automatic build- 
er 8 risk form to the standard fire policy or to aHiad policies, such as 
tornado, riot and civil commotion, or othws covering Imildings under 
oonrtructi(m. Building additions, attachments, permanent fixtures, 
heatmg fixtures, li^ti^ fixtures, gas, water, ind rteam pipes, sIm^c 
wiring, plate and ttained glass may be included in this policy. 
Although there is some qiwrtion as to btmrd authority to purchase 
prelection for property bekmging to the oerntnetor, the autwnatic 
builder’s rak form may cover builders’ Aeds and madiinery, tools, 
implaMts, utensils, apparatus, materials and supplies of evwj de- 
scrii^ra entering into, or used in connectiem with, the oonttruc^on of 
tl^ building. As a general rule, insurance ocMn{NUi^ require 100- 
psroent coverage on the contract cost of swh Imildings, excluding 
the cost of excavations, brick, stone, or ooncuete foundi^oos below 
the lowert bssem«it floc^ or, if there is no basutmt, below the surface 
of the ground.^ It is required that 11 m pc^h^holder keep an accurate 
set of books to show tbs value of the insured property as work pro- 
gresses, and it is required that a r^iort be submitted to tho in«iran/^ 
company every M days showing the valm of wmk as it 

advances. TTm ix^^ise in value of ocnatroctimi plus tlm 001:^x110- 
tkm values stated in the last report aiul thnaa of pr^ious 
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indicatee the total amount of insurance in force at any particular 
month’s end. Although some companies allow some leeway in re- 
porting, as a general nile, failure of the policyholder to subtnit these 
monthly reports may void the policy. Unle^ specifically endorsed, 
all coveiwge on buildings under the builders risk policy ends when 
the building is fini^ied or when it is oarupied for any puqxjse 
whatsoever. 


Inland Marine Inanranf^ ^ 

Bri^y, inland marine Ingurance re-fens to the variola ooveragee 
available for valuable property being transported frwn Mie plaoe to 
another. The m^od of transport*ti<m may bo by motortruck, by 
horse-drawn vehicle, by railroad, rivnr boat, by lake and c»ert- 
wise gt^mers, by ferriM, and by -^aireraft erprem. Inland manne 
poUclea are often oaUed floaters befeause they cover proj>6rty in transit ^ • 
from one pUoe to ancRher. Many such wmtracts are called aU-ritk 
pohmes, be^^tne, with few exceptions, they cover against all riAs. 
Generally, oompanioB offering inlwid marine dnmrranM require lOO 
peroent coverage to val\». 

Many school dirtricfs, and sMiietimee individual schools w simply 
rtndoit (wganixatiwifl within ^ools, purchase this type of all-riak 
insuranoe to ojver a variety of equipment, such as athletic equipmwt, 
muacal mstrumemta, uniforms, audiovisual equipment, oostruMS, pub- 
lic address ^^ema, booto, ahd other items, which may be nwved from 
one sdrool building to another, or, in wwie casra, from one school dis- 
trict to anoth^, aa might be the case with athl^c equipment, musical 
infitruments, and bandmen's unifonns. 

However, as has been pointed out in previous paragraphs, local 
school officials will need to decide whether or not they wish their dis- 
tricts to assume the risks involved in inland marine protection, since 
mort of these risks prol^ly (»mld be considered as minor, or wh^her 
tb^ districts shmild be protected again^ such losses, as well as 
againi^ c^amity loeaes. 


Boiler and Machinery Insuranoe 

BoUer and machinery insurance is also known as powerplant or 
Miginening insoraiuse. It offm proCectimi against; loss at damage 
retralting frmn the explosion niptore of vese^ subjected to pres- 
sure and againrt losses caused by brMtkdown w Umited breaUown of 
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certain types of machinery, each as oigin^ pnmpe, compressors, wi^er 

elwtric apparatus. Generally, loss or damage 
atmbuted to the former, that is, lo® caused by an explcmon or a mp- 
tnba of v^»Ib, is caUed a dir«t lorn or damage, while lorn attributed 

to bre^downs is referred to as indirect 1<«B or damage. 

Policiw covering dirett or dwnage prcdert the insured againrt 
1<^ or damage caused to the objects insured, tu c^er prc^r^ of the*^ 
insured, and to the property of others for which the insured may be 
liable. Such polidw may al» cover liability of the insured for bod- 
Uy mjunes, or death rwulting toerefrtm, to pwsmis of the public. 

On the other hand, indirect loss or dami^-^licies pit^ect the in- 
sured against indirect lo® or damage, indud^ such things as rme 
and occupancy, wmaequential lo», poww* intewoptitm lore, and ex- 
pediting charges. F or us^and oc»ui»iKy, a powwplant polity pays 
a <»rt^ amount per day, caUed the IMt of Mmmdty, for toe 
tune the insured is wholly prevmted foom carrying <m the r^ular 
op^ons because of an acddemt to an object demgntted in the polity 
which causes loss of use of the building. CtnttequMitial loes may in- 
dude damage caused by toe freeing of water pipes in buildings that 
have no hMt as the result of the aomdenh Indeomi^sttoii ftw poww 
mtetfTuptitm loss may indude mdi toings as damage resulting ftt*n 
food spoilage because of laci of electtio poww to ke^ det^iodly 

powered food stor^ layte in op^on. Expediting chaig® include 

expense invdved m g^ng the machin^y back into t^)^ati(XL such 
as mto express shipment charges ft»r parts, addititHud ttoarges ftw 

( overtime labt», mid otow charges involve id a roto job. 

Pow^Iant insurance may be purdiased for any or all of 
roUowmg types of equipment; Boilers, fuma<»8 (not hot air fur- 
natw), h^ wator storage tanks, water pressure tani^ air t»mpr«8or 
tanks, refrigerator units, motors, luivooncritioning units, and com- 

^)inG690F8i, 

The qneation might arise as to wilier or not low-pr^sure boikrs 
should be insured. Whik toe risk in ctmnet^tm wito low-pwssuie 
tollers may not be as great as with higji.pies«a^ boUers. yet oon- 
to populm- belief, low-pmssufe bmkre doW^mes ei^^ 

Each powerplant insurance policy is issued with a apemAn ammint 
of insurance as a maximum limit in the event of an accident to one 
or more objecte ooi^ However, the policy may allow diiferent 
limits for each socKknt to each bmler. If locad boards of edima- 
tion purchase powerplant insurance, it is important toat Uiere be 
^oent mamim limits to covw ^ vali» of toe oboectt hwired, 

^ valuejif prop<»ty of tog intared whk* is piMeet to 
tensge frmn toe hanrd imrared ^?unst toe liaWHty, if fty 
dmnage to the property of othera snbjedt to smh hMMfd, imd toe 
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liabilitj for pn-scmid mjaries to the poblio whoi sooh oorts%g& k 
required or desired. It should be {H>inted out the marimittn 
limit iqpeoified in the pohej is aysil^rie for ev&rj soadent (Kamrnng 
daring the policy 7MT, 

Poirarplsnt insurance polidee are gemerallj written for a period 
of 3 but thty maj be wiitt^ for a dmrtsr tmn m tfx as much 
asiywrs. 


pen^t of Urn t(^ premium, 50 pox)ent of tlm pr^tuum maj be ]ttid 
on ddiTery of tlm policy, 80 {^■c^t on ftrrt anniTm^uy, aj>d ^ 
peromit <m the se^xtd uiniyeimiy; or (5) fmr ui idditicmal duu^ 
of ^ potsmit of the total pronium, i^ymenta may be made in th^ 
equal annual indallmmits. 

Attrition dmuld be direded to tlm fad while inraranoe 
ccuniMnies are required to proride in^e<^<m serrioes f or tl w* 
boi^ they insure, a great numy of tl^ do provide this service, 
and from the duidpoint of preventing aoddmts, it may be quite as 
valuable to tlm pdicylMlder as the Insuram^ oovuage is from the 
duidpdnt of protedkm agund loss. Frequut inspedi<mB n^y 
* revMl weakneeses, or conditi(m8 that may be hazardous, in boilers, 
and with prop^ att^don and repur, these ocmditiaQS be cor- 
rected, thud preventing smions aecuknte. This type of service dmuld 
be insisted upon 1^ all kical school authorities when poworplant in- 
surance is purdbased, and insunmoe oom]Mmke furnishing the meet 
complete and ^tkfa^ry inspedimi ssrvioes dmnld have first oon- 
didMatdon in the purchase of powerplant insoranoe. 


Insurance companies require prepayment of powerplant insurance 
premiums, but amngemmits may be made fcM* tlm premiums to be {Mud 
in three indallnwffito as follows: (a) For an addidomd charge of 10 
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Glm ^ 

\ 

!bi TBoeot yean architecta and school jdant phummrs.have boon 
dedgning sdmol bdldings in wliidigredquantatia of gjss, ranging 
from regular windowgl^ throu|^ ^mble-strength gjaas, polislmd 
wired ^ass, pkteg^ and somdznua tesqiend 1^ are used. If 
school distii^ have ImUdii^ om^un a gyeat of ^ass, it 

niay be adniUageoitt for the autlunrities to ooi^ki' i^aas hreaki^ pro- 

tiotacm. Smdi prde^mi {ornnksa to rHmbmse the p<diqylKddsr for 
loas or damagy rotolt^^ from ths aom^i^al or maiirjntw hrei^^pe 
fA the 1 ^ whMdi k oovmed by the p(dky, m to i^dace ^ tette 
1^; to Ic^, (V nidaoe, damaged by dMmkiek aa^taat^ 

df nmlkioudy a^ied| to r^air « i^^laoe ftamea eMaang mid 
oao^mma to sodi wbrni aeoeaad^ 


bemmk of ^unage; to m 
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stall t^np<H*&ry plat^ in c^^nings, or to bcMuti up opsungs whi^ 
amtain^ insured glass wh«i necesary, because of unaToicUOde delay 
in repairing or r^lacing the gla^; and to rmoTe or r^l^e dietruc- 
ticHia, when necssary, in repladng damaged gla^ 

It should be remembered that neither the fire policy with mi ex- 
tended coverage endorawnent dot U» fire policy with the vandalian 
and malicioua mbchief aidorsmiMit colors gla® brwikage, ex<»pt 
imder the former, if l»«ika^ is <^rmd by fire or 1 ^ any of the 
other pM-ila covered by the endorsiment, such breakage is <»vwed; 
and un^ the latter, tl» insuing cmnpany a<^pte liaWli^ only for 
glass building blocks, n<A for any other type of glas. 

Indemnificatkm is limited to ti» actual of repladng any 
damag^ w httAmi glass, and aume mc^ insurance (xmrpMuee which 
8^ pdii^es (X)vering glass have rtanding oontitmte with suppliae 
o it mftj b© p<^^hl© fw A© i^P2r©T8 to i^tivid© 

for damaged or glass more diwply than boards of edwa- 

U<ffi can, l^oe some companiee do replan it. Salvage of Wotam glass 
is a prerogative of the insuring omnpany. 


Burglary, Robbery, and Theft Insurance 

Ano^er type of property protection whidi lo^d boards naay w4»h 
to consider is insurance cove^ against Imrglaty, robbery, and diefo 
. Ihere are technical distiiMiiiffis existing with r«ped to tl» <Mni- 
tions of each of tho» three fawm ft 

Bwrglary^ for insurance purpoaee, is uraally as loa canned 

by any person or pmemis *^hAking feloniots entry into t he pmuses 
actual force or riolMrce.” It should be pointed out, howev®, Hat 
time are two types of Inuglary insmmnro, one known as cyp doiA 
and the oOier known as »fe bn^^. Open stoA Im^ary imu» 
^ felmuous taking of fornitare, fixtures, and equipuMit frtmi the 
insured wlm the prmnmss are closed fm* Mimsb, Imt mtej miMt be 
mail Iqr tl» use of to^ ss indicated by visible evic^me at the pi eee 
of Mitiy. XJndMT this definition and un(ter thes e opmi 

atodc bnr^^aiy insnruuse policies do nd roimr tlM ks of cff 

SMmritMB even thon^ fdcmkx^ mitrj Is made after the sdool bofld- 
ing has bea dosed for the day; does mcsk m poKcy tbs 
kss of any itan that nug^ be dol« if Imr^ «tsid thfoo^ 
an nnfodEed dojM> or window; n« does the pdky com k« of 

any Hem tint mi^ be stokn during tile sdioddaj whUe the bdUiiw 

is open for bnffineas. 

fwr inranume purposes, is defirnd ss “the iakuig of 
prcyr^ frmn the inimred or from Ms empl^ress 1^ vkkne^ by 
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force, by putting the person in ^r of injury, or by (^er unlawful 
meiuBS.” It is n<^ esentird Uiat tbere be l^tb Fioleiu^ and f»r. 
It has been held that if a perwn is put in fttu* 1^ thr^ts, it b nc* 
^^tial that there be further riolen<». The tom “property” re^s 
to money, ^euriti^, or other tangible pc^esiions of the insured 
whether or not they are in his «pe. In otito* words, if a roWjer 
enters a ^hool building and foit^ the principal, or any employee 
of the school, Uirough violent mMns or through a thimt of violence, 
to open the school and iwiove the cont^ts and turn them over 
to the rolher, sudi lo^ is prc^ect^ if insured. It is not ^ential that 
such property bo located on the fthool premisee ^ the time of Um 
rchbery. 

Thsft tmd laromy we defined as “stealing or taking the property 
of MK^er,” and usually no distinction is made betwem the two 
tera]& Theft apd larc^y ihay include Um taking of money, secmri- 
Ues, or other property from »hool prunisee or elsewhere, neither 
fordble entry, violence, nor thmct of violeime being Mroesary for 
insurance cmverage to be effective. This m^iM that any pnson may 
enter a school bnilding by using keys, or cmter it through an open 
window, or door, steal mcmey, securities, or equipm^t, wb^er th^ 
properti^ are under lock or not, end if Uie property is covered 1^ 
theft insurance, Um schcwl dirtrict is protect^ 

As has be« indiotted, scdux>l dirtric^ can be protected againrt 
the leas of RiMtshandise, furniture, fixture and equipmoit by pur- 
chamng Bmglary Open Stock polky; ^ lo@ of numey, securi- 
ties, a|id property ^rea in a nf^ vault, or dMrt may be cov- 
ered pnrriutsing Um l^fe Bnr^aiy policy; the lo^ of money, 
seemririee, or c^ur prc^)w1y in t^ curto^ of a sriiool omployee 
may be covered pureharing Urn Robbrn^ policy; and the loss of 
moQ^, nenritus, or priqperty, whrtlwr the conditions 6f U» 
c^l^ three^types of polk^ have bten or nc^ may be covmed 
by tlm purriiM of ^ Theft pedh^. Howev^, wiUi the specual ocm- 
ditkma and Umitatioim imposed Ij the Opmi Stock, tiie Safe Bur- 
gl«7» mid Robbery policiee, it appears that difficulties may be 
mcxraidsjred scluiol diriih^ in ooUecting dainm rovered by mmh 
pedieks if Arafat ex^ rooceming any of the conditions required to 
be present bsfi»e rarii polkdes are ^sc^ve. 


In to t^.ol^s^cnni to ^ese epemal cxmditicms, msur- 
aims CMspanks ^Va ds^iqped a broach polky form, known as the 
Broad Form SsenritiMS po^, wldcdi can be used to re- 

fdaoa tte Me Bu^iuy aad %dibmy polled and if imed akog with 
tlm Op«i Sodb p^ky, the two wUl afford ampk protsc^cm for all 
nmniys, ss^ritks, fin^ture, and equipmmit whkh nmy be located 
in a glvsii buiUUi^ (Hie Inland Marine. Flcndsr pcdicy has been 
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discnased in oonnec^on with eqmpn^t that may be mowed fran 
place to place.) 

Tl» Broad Form Money and Secnrides poU<^ k hmder in its eor- 
erage tiban a ocHnbinatimi of Safe Bn^^^ry, and Theft 

p<Ji<ae8. It GOTOTs the loss of money mid soiurides widiin die pri- 
mes (»Q3ed by “dertmcAion, disappearance, €» wrongful al^’ac^im 
tl^reoP uid the Iwe of, or dama^ to, prop^ty (^hm than mon^ 
and securitiee (exc^t fire) caused rt^bery or mfe bug^uy; 
it coTue the lo® of money and secnrides, and the lo® of propmtM 
than money and ®curities oooorring outside the premis®, 
«nsed by “destructaon, di®,ppearaiK;e, or wrongful ab^rartKm 
thereof’ when l»ing omveyed by m^®nger. It should be pointed 
out, howerer, that the foregoing (ormagee are omtain^ undm* two 
opdonal insuring dans®, one covering inside the pimniM and the 
odMr coding outside the pron^®, eithm or bc^ of which may be 
purchased to cover both mcmey and securid® or eecnrid® only. If 
b<Ah induing dan®s are used, the premiums are highm than if imly 
one ii^nrmg daime is used. 

Othw lomes oivOTed by die Broad Form Money uid Secoiidee pd- 
wj are: (a) D^mcti<m of money and secuiid® by fire; (b) thsH 
of money and other property from an unloc^d safe, vault, or d^; 
(o) mcmey dolen from a regi^er; (d) carnage to a sate or dher 
propmty if exploaiv® ate used to gun entry ; (e) dasuge to a 
«sh r^iirter fmn whidi moMy is (/) dkappearuK» of 

nM»ey being conveyed by a school unplqyee to a bank ^)odt; 
imd (ff) loss of Bumey Mm dm school ®te if dm priimi[Hd cr any 
odmr employee k ter®d to <^>en the mfe few rddius. 

It is important th^ schod oAni^ roBambn* that preftifsllj all 
insaranoe euB^ni® whidi offn* protedimi ^ux^ |o® of mm^y 
and Btemrid®, as wi^ as ^ los of e^mr valuabl®, require Urn in- 
raied to bsp bodes and aocerants in pmh a way t haf. dm 
umtmt of los ra^ined am be accurately ^ermnied. 


Surety Insnnmee 

Few piwpe»e of thk stady, surety {wdee^km Aw sdmd dkbrmto 
has bem divided into two Iwnad odegme, enm de^^itodMiklelhy 
esovsafs a^ dto odmr M perterxDaxtes eofteafs. B^^ty emretafs 
prote^ ^^i^ ks emed tha dUmoeet Mf d? 

sc^ M^^yesi perftcmsttce eowmmgt, km m^ 

fay (kfate, dafamUf^ ew nakean^w an MxfMttil m n te vUA 
haa iipstd to p^fonn srtun qme^ airvkia or to Mdii 
■*q>plis and aqn^maot to aooadanes with tha tem oi a mikmA 
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T«dmieally, protn^ra is net. dsmted as bwxruieS) bot 

is rsfaxT^ to ss.bcmdinig. The dkdnctiim brttrem iitftirai»e and 
bcmdizig aruea tran the imA thi^ izMaituua b provided ^urotigh' a 
tw»-{M^ contnu^ while sir^ boo<b are made effet^ve tri|MU^ 

'tite contrail In im mraran^ oontnu^ ^ iMorer agrees to indon^ 
nifj the insured for anj insured loss in r^nm for the of 

a preimum. In bonds, a organized ^ ^ pm^mae 

of iming ru^ bonds and kumn as «w«^, iMwtr, gumtm^f or 
promimor^ gaai^tees ecnoi^swe (sdled ehUgm^ 

againrt loss <»tSRl (kfanlte, cr misc^Ti^es of tn mdivid- 

ual or a whikdt has agrtMd to p«rf»iD (wtain ^>eafied savkts 
or to deUver owtain nppUes and equipo^t or tlw Im^daz^. 

Mnployeey kdividnab, (ur fir^ are known »a ^ primped <nr 
ohUg&r in Um trifMutito c(»tra<^ As in innrrai^ rait^ bmub re- 
quire the pajnMDt of a premium as Um girm ths 

in rrtum f(^ the “gmu^tee” faroMMd tilM ntr^. 

In BOOM resee, howevor, me or'imxe indivkiinds agree to mm ^ 
eantj on a boml, MuaHy wWwnt (dtaige, mid in swh the i^^* 
mmt k known as a bond. 

It dnmld be pointed mt that ^ve are two types of nir^ bonds, 
me a rer^riiip bmd and c^m* a gnarm^ bmd. Althot^^ 
dmilar, these two ^ bonds me not t^ smem^ In toe mre^- 
siup bfad,'tlM» ben^uary 1 ms mmwdiato reomrse ^aiMt the Riretj 
fm the reoovMy of a^ bo^bd ks^ while mdm tte guaranty bo^ 
the bsi^^a^y hm no seomm agacMt the surety for any bmded 
loss undl aU rmriks s g^mt tois diahmeet mpk^ or the default- 
ing ii^iTidTial 9 * Arm have bem e^a^tod ^ bm^mary. In « 
otlMT wmek, under tlM Roe^dype bmd, the gurantor beemMs Ualds 
wImb tlM emj^^ee ommuls a fraudulmt act or when imiividnid 
or firm does not perform in Momduuse with tlM tom of a 
On the other hand, under the guaraa^-type bond, the guarantw 
becomes liable mly if recovery cannot be made from the dtihoiwd 
eoq^iyeeorfrmithedrfaaltingb^iv^alor&m. ^ 

FIDELITY C30VEBASE 

Sduxd dbtetots may eecure AUhty coverage by the puntoaae <d 
Sd^ty bmds, <tf whi^ t^ie are more than 100 typea Since ids- 
quite eovsetfs be ^teasd ttre^ oBs to aiae «t 

^Uftre^ of ho^ ttb wQl be to IlNie low 

kinds, namsly: (•) Individuil FideUty bond, <1) Name Schednle 
bond, (a) Position SMah he^ and (4) 
f il« fond k wrtttstt ^ an todhr^Ml 
nuiid k the bmd te 1 ^ ^edflrf tmmA. It mm ksses e a rne d 
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bj indiyidaal empltme’s ccxmiTma<^ othun aad losies 
(mring whik the mdlTidaeJ employee is performing Uie dntiM of 
any position m an umployee of ^umI di^ibt, sU of which moit 
occur daring the effective p^od of the bcmdf %rm thcwgh soom ch- 
all oi them may be dM»vered within a q^^ified {Mnod aftw the 
termination of the bend. 

The Nmh$ Soh^vh bond covers the di^cme^y of any specified 
• employee, dMgnated by name on the bemd, to an amonnt limited 
1^ that dtown opj^ite the name. As {Mrwmnel changu (^ur, names 
maj be added ck dd^ed, c»vmkge fm* raiplc^ee being d^s'- 
mined by tlm date cm which wsh Mnployee’s naoM appears on the 
bemd. 

Ths Pompon Sch^^ds b<md «>ws ^)emfic poeitimis, idmtified and 
mnaMwtMl in the Ixnd. It differs frtna Um Name &h^ule b<md 
in that the pontion rat^v than the individnal m insared. Changes 
in pwsmnel do not mkrrui^ covwage. Wbm additkmal Mnployees 
are hired to fill similar poeitiona, a 60-day automatic wwage is givmi, 
Irat the sthocJ disbi^ mart inomae its oo^-age behwe t^ expiradem 
of the ^)-day pwiod. 

BUmkst bondt an of two typo, <me known as the Blankrt Posiden 
bemd, and dm rthv known as the Primary Ccwnmmal Blankrt InxkL 
Ihe formv covers anj diAonerty los which the srimd dirtrirt may 
saffM* as the remit of frandalvit of any of ito mplc^ees, each 
etnploi^ bring omred up to dm faU amcKiDt of the bmuL Hm bond 
may be writtm hs a minimam (Mvwage of ^,500, aiKl in »a1dplea 
of this amcwit to a maximum of $100,(XX}. The I^hnarj CkmuiMxiri 
Blankrt bmril ako ooras ka by the srimol d^rkA beaums ot dm 
dishnert art oi any onplc^ee, Imt dm aggregate covmt^ k liraitod 
to dm MHoant qMrifi«l in dm bond. Hik ertriiliriieB a limit f(^ 
whirii the »irrty k liride <m an agp^^ bask. Howev», if a 
loss k imMl ondwr thk bemd, it autanadc^y reriores iterif to ik 
(^iginal limit. Tlw minimara ammmt of cx^mge obtrinable 
uiMler thk type bemd k $10,00(^ with m> eriling on the maximum 
agiCTmt 

Um^ both the Blankrt PoriUem bexui and the Primary Ccmuimrclal 
Blimkrt txrnd, all srtiool disdirt employees are riaarifrd as rith^ 
da« A (mnployees who artmdly handle mcmey, n^rc^abl ^carides, 
Bskl^ nmreha nd ke) ; dass B (emplc^ees, mkh as janidxa 
wadhmn, who do jrt ^iiulk immey n^rtirides directly, Imt w1m> 
have aooses tQ fnmk or prc^imty)| or riass 0 (all oUmt 

All brtuisBuiy bewridnmia S-7~rb«i8,»allBrik, 
the cort k i^mnUy two and one- half dn^s the j^mahim. 

If fidelity bo^ are mcloded in the school dkfairtk inwiranr-o pp>. 
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gram, m^kx> 1 uithoritiM shoold cAHvre oMtaIn precaatiMis, among 
the important of whidh are t 

L If a aomb«r of w'hool dlrtrlct ai* bonOad, aU wlio ar* bonded 

■iKmld be ooreml note* tlM bUuiM-trpe bo^ 

2. All Mdit; b(^i 4 aU bwctb sud iwciirlUw ^^taa, and all borf^rr a^ 
n ^«7 poUetoa alwnld b« written with the same company la order to 
prerent arrumenta t>etween (or ano^) ix>tDpanles aa to which company la 
liable w hen a loss owora. 

S. All queetiona on fidelity bond appliratlona ahonld be aiorwered fully, ac- 

cTiraialy, and without reeerratlon by school aathoritlea. ’ 

4 The fidelity bond contract form should inclnde to writlnj: whether or not 
cQiDataUra liability la to ba allowed so that the total penalty ( the amount 
auted as the I Unit for which aurety ta lUble) cao be set accordingly, 

& Some sch<Tol ofBclal should be deaianated by the board of education at 
the IndjTldoal who u charged with the rMpo^blU^ ^ com ply In* strictly 
with the cMDpaAj's “notice of loss” proriaioa ta caae there la a loee. 

6 School district records abould be lept la such a manner that the district 
fan fumUh onquestloosble proof of loss. Oompleta audits of all aobool 
aocounta ahould be made at least once each year. Since moat bonds remain 
eflfectlre for aafW|tl months after their expiration da tea such audits may 
rereai loeaes retmltioa from acta of dlshoneaity by empl oytea in time for 
recorery to be made. 

T. School dlstrlcta should watch premium coats erf fidelity bonds and obtain 
quotations from different companies. 

& SlM there to aa interrelationship between theft and fidelity corera^e, theft 
insurance, if uae<l, ahould be purchased aloni; with fidelity bond corarafft 
from the aame company. 


PERFORMANCE AND CONTRACT COVERAGE 

The second type of surety protection with which school districts may 
be ctMicemed inyolvee the perfcwmance of individuals and firms ihaf . 
hare contracted with boards of educatiwi to perform certain services 
or to furnish certain supplies and equipment in accordance with the 
terms and i^teclfications of a ccmtract. In general, such performances 
»• related to school construction, including site development, and to 
the purd^se of all types of materi als,* supplies, equipment, and other 

In these categories school boards frequently spend large sums, and 
it seems reas on able to assume that they will want to use every precau^ 
tion to safeguard snob expenditures against possible losses caused 

ikUa, daCaiitt^ ami mamuiiigeii^t on tlto part exf amtxa^ors and (rf 
thasiqpidmf^instaiakij^sqmiHiin^ In most States, statotirfy 
reqptxwM^ «R&pd |wUk seliod oltoii^ to award onitoaotB <»llmf 
for aqModltaris to o^ssB (rf eotato ^ipalated abcHinto to tlto lo^ 
rw^xJnaiWe biddtfs. Likewise, in many 'States, supplies, equipment, 
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md otlMT B^^chandiae for Um public scbocd dirtrkAm^be purduised 
on the Imss of 0 («ipetitire bid& 

Surety b<mds which provide pn^ctacm to tlu sdKxd dkte^ tfminrt 
loss cftised by the sdta of duhooert or iiMMXBf^nt bid<^« are ^dkd 
perfmnanoe or (mtnot b(»d& TImm bo^ gnarmitee toe pwform- 
&noe of those to whom here bem ewerdedi and toey gfteru- 

tee peymwt for all la^ and for all mafeMi^ Med in f nlflllmg t^ 
ocmtnu^ 

Like otl^ types of wirrty IxHids, ^mtoacA bends 9m tei|wrtito 
agreenwnto «otu^ into toe piind|»l (tl« <^ntoa^v)| t^ tme- 
ficiary (toe stood di^riot), and the nr^ (tlM ocxnpany). 

They omy be writtra to coTer whate^v to UytimM toe e^tr^stor 
asBuiiMi when In aooc{^ a 

Three contract bond forma are of ^ur^ilar interest to school 
officials. They are; («) The Bid bond, whMb may be uaed in lieu 
of a cash d^osH in k^m States, (b) the Performance bond, and (c) 
toe Payment bond. These three types of bonds, properly executed 
and in adequate amounts, eliminate risk and uncertainty for boards of 
education when they embark on school construction projects. By 
using proper auretiee boards of ednMtkm can protect their dM^k^ 
and perhaps themselves, from the moment bids are opened to the 
final acceptance, and sema^tUMS beyond the final acceptance, of the . 
completed job. A brief description of each of the three types of 
contract bonds will be given in the following paragraphs. 

TAs Bid bond, usually written to cover lU least 5 percent of the 
k>tol Ind, and furnished fay the Udte', gurarteei that the momfol 
bidder will enter into a contrart in go«d faith, and that he will fur- 
uish an acceptable Performance bond to the school district. This 
protection is imp<»tant in that irreep<msible bidders will hare littte 
opportunity to enter their bids, and if a bidder to wbenn a contract 
has been awarded fails to accept and sign an acceptable ooDiract, the 
sto^ <an cdk«^ ftiwa toe rerfty tS» to whWi Is 

entitled as compensation for delay and for tosonviBMnds of 
readvMlising for bids. 

A nmilar type of bond, or cash deposit, may be requind in 
connection with comp^itive lads oowttiiig the of 

matoriah^ and equipment kjr school bo»^ aAmi^g bids 

such items should such bonds and thus gMiMies tol a 

m««ha^e wffl be dtomd to aeowdm wito toe tem, 

tkme, and oondrtione set forto to toe award oonteaTrSi^, 

or eeto ^ 0 ^ ja^ote^ egi^ ^ eoBte ^ my eoeeM 

e ocK^wrfte Mid tom Mato II also boMtoi 

ifdoet the deliveiy of that to aoto n^td 

■to^hrde. 'nM^omfitdpeni%,a]i^<rfeomi^tetoiiebmls 


AW 


f. 




Of ZratttAMS 00¥U^ 


m 


dumM be ^ tJbe diKr^cm of tbe IomI bMpd, trat the amoont herald 
be Biifldait to prt^rt the dktruA egeinrt ino<mfenitti«^ Imb of time, 
sobrtitiiti<» of mfmex' zoefdbandise, imd (^er eluntato toat may 
need to be comddered. 

T hs Pm'formmtm htmd gnarantoee that amtrac^ia who have agreed 
to oonMsrwA Khool plaiito will lU^tofaUy perform all work aad lae 
^ all midwialB in <xmnecti(Mi with their project in accordance with Uw 
terxna, o<mditi<ma, plaiu, and spedfia^<ma ett f^^ in the award 
eontoa^, and, fnrther, if these oon^^ OMitain mamtuianM chuMee 
wlwrdbiy amtractene agree againiA deft^ve wc^kma^iip and mate- 
riala lev a rtatwi pwiod aftw toe aoo^Aanoe of the wo^ toeee are 
also goaranteed by the I^’tormuwe bond. 

MoM local b(Mr<b of edn»ti<m will want to pr^ecA th^ district 
to u amwnt whito k as muto as, w nmewhat in moem of, ^ 
maxynnm fnmb that might be ru^l cm Um project under oon- 
Ihk prartk^ may idso pi^^cA the board apdnA a eutam 
amount of mdoMn if a contractor Mk. 

In tlM «fm% a firm ftub to fulfill ik oemtn^ <w if the ato<ml 
antlmritM are not, ntk^ed that dm contractor k proceeding in ae> 
cordance with dm temm of the contract, both the surety and the 
contractor should be given written notices immediately. The surety jt 
can then take the necessary steps to satisfy the board and to correct 
the deAdtt<^. In any case the surety toould be liable to the school 
district for all ooets in excess of the unpaid balance on the original 
contract. 

Ths Payment bond prot^ts the school district against any liability 
for labor and materials bUk in connection with school construction 
Oc'be where tlui contractors fail to pay for all labor and materiak 
med on such ]<^is. In most States puldk school building are immime 
from liens imposed by the furnishers of labor and materials.^ In 
kses where school di^cts, by court action, may be held liable for 
Sttto sup^wre* c Jaiirm, a Payment Ixsui, stipulating a pemdty of not 
ka than 10 percent of the total contract cost, may be purchased to 
protect the school district against double payment for labor and/« 
materiak. 


AntooDobile and Boa I nanran ec 

Ib the preceding sections of this study, six types of school pvt^mi j 
protectio n haye been dkm^ The present section deak with a 
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Mveoti type of property prot^ion, th« for autcrodbileB, Khoolbuaes, 
station wmgons, tructo, and other iyiw of m^ori»d tjmn«|»rt*- 
tion equi|Mncmt. InauranM covering the riata involred in owning, 
Gyrating, end maintaining eqnipiMnt of this type m wn<Mmed with 
phynod dama^ to the wjuipinent itoelf and 0^ ability of the ownw 
for physi«l damage done to the j«t»i»rty of other* and for t^ injury 
to, and/or d«th of, perrons of the public, incJuding the rtudente 
who ride the bu^e. 

Although both typ^ of airerage may bo under one jwlicy, 

only that |XJrtion of the a)ve=rage which prot^ts against phytiwl 
damage to the owners property will bo diKU^^ in this 
School district liability insurance, mcluding Uabibty for the own«r- 
ship, operation, and maintonan« of tran^wrtatioft equipment, will 
be diacuag^ in a su^q^mt »rtion of this rtudy. 

There are numerous hasards which may cauae damage to, or dro- 
plet* low of, school district trmni^rtation oquip^^t. Among the 
more f reqimnt haeards enoountered are : Fire, t^ft, wcplodon, »rth- 
quake, windrtorm, hail, water, &od, randalim, ric^ and civil 
nmtkm, mi«k«, falling obj«ta, lightning, glaw br^kage fran any 
amse, and ooUiaon or u|m^ 


AU-Riidt Policy 

In nmtt States, one all-riak auUmiobile poU^ covering all ty^ 
of {diyacwl damage to Um insured autcmmbile and aU pwKmal and 
propMty liability to which Urn school dirtrict may bo subject as 
the result of an-aoadent involving a dirtrict-owi^ automobile may be 
purcha^ from any of a number of insurance ocmafAnka. This alb 
policy may include: (a) Omnprehensive (loss or damage to the 
antomc^ile, except by colliscm and u{^et, by fire, tlmft, and wind- 
Morm) ; (b) oolliam or (e) fire, lightoing, and transpor- 

UUicm; (d) theft (broad and ckduc^ble forms); («) windrtorm, 
^rthquake, explosicm, hail, and water ; (/) ocxnbined additional (av- 
erage; and (g) towing and labor «»ts. These ooveragw will be 
described in Um following {Mragraphs. 

COMPREHENSIVE 

Compr^KLUve oovwage pays for miy dire^ aial aoetdntid low 
or damage in ocmnertion with an insured automobile whidi may oomr 
thrcxigh ^aas tx^wksfe, filing object misEiks, firs, tlmft, ex plo s i c m, 
earthquake, wi^Moim, hail, wato*, flood, vMdidiBzi, ricA tnr 
dvil oonim^tm. TUa oowufe not daauge caused 
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by c»lli*idn or Uf»8t. The indannifimtion for lorn by fcny of 

tJ» specified perils is the »ctu»l of repwring the damegwl 
^rta, or in cam of m total 1^», the actual cash mluc of the auto- 
mobile i^lf. 

coujsicw 01 urarr 

Collision or u^»t ooverage protects the msured for actual lew 
or damage to the inaured autoiiiobU®, which ocours dur ing the policy 
period, proridwi the damage is done “toIpJ? by aocidentaJ ajlliaion 
with anotl»r obj«A or by ujwet.” Ihe quMijon of negligeiu* do« 
not enter into the BettJMjmt of a claim under this c»ver*gB, but the 
coUkioa mu* bo a^adental. This average doM not include damuge : 
(a) CaM^ directly or indirectly by fire; (6) to any tire dne to punc 
tune, cat, g»sh, blowouh or oth*- ordinary tire trouble, or, in any 
event, lew or damage to any^ire unl« cauMd in an atthdental rof 
liacm which alw «»u»d othe=r low or damage to the automobile; 
(o) in exom of the act unl cash value of the automobile at the time of 
tl» aoadent; (d) oocurring while tl» automobile i* being opej^^ 
m any race or ^eed oontwt; and (e) while being operate by any 
p«»nB imder the age fixed by law or undej 18 years. 

Colliiitm mtoraore may be either full OTTerage Mllision form, or 
a dedurtiWa ooUMcm form (with either $fiO, |100, ^60, or $600 as 
the dedurtiWe amount, exrept that tl» $60 and the $100 amounts 
•re n^ applicable to bosM} . There is no Mm|Muiy limit of liability 
rtated in coUisiem (xiverage, but, as previously Mated, Urn liability 
of nmpany is Umitod to the i^oaJ resh value of the autcmiobile 
and equifmient, lew any speci&d dMlwAible amount, at the time of 
the aocidMit. If the low is not total, tlw inmrann company is liable 
only to to* ei^uit of the *Aual coet of making repairs or replaoe- 
mmt of ^r^ k« any t^i^d (W^ible amount 

pnrpoee of dedm^b^ (xdlimcn iitforanoe is to aliminate the 
hMuUing of small eJaina by nanraiMa companies. At the saoM time, 
t^ intared is pnMe^ed agai^ ^oia low at mimh 1 m ^ than is 
poaril^ wi^)Qt the deductible clause. Many school d^ri<^ which 
<^>«ato pupil ^*«ns have ^wir own maintenanoe 

slmpp, uad in t^we t^y wn rejair unaU damag es much more 
(dksaply tium Uaj (an pinchase full-covwage (collision insunmoe. 

Tla subrogation clause, which a a part of the automobile inraruce 
contnu^ may become important in thq adjustment of coUision-loes 
ratios. Where the negligence of a third party is responsible for an 
accident, the insurance company usually takw action against such 
par^ to recover the amount of the low. This feature of the policy 
was created to help decrease the low ratio for collisions. 
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FIRE, UCHTPCWC, AND TRANSPORTATION 

Anj direct and aoddanUl loss of, or (Umege to, en inaired Auto- 
mobile caused bj lire or lightning; bj smoke or onudge diM to a 
sudden, unusual, and faulty operation of any fixed hMting equip- 
n^t serving Um prunises in which the automc^e is located; or 
by the branding, sinMng, burning, oollisimx, or derailmmt of any 
conveyance in, or upon which, ti» automobile is being transported 
m laiMl or on water may be covered by t^ fire. Lightning, and 
tran^wrtation clause of the all-risk autcmcdHle polity. 

THEFT 

If the autcNnobile <xNnpr^r«iaive coverage is nc^ purchased, sc1k>o] 
(^kiala may find Ll^ft (overage for paasviger (atb desirable, Irat 
both comprehensive and theft are imt required as se^Mirate insuring 
clauses. 

The BitMd Form Theft covpage prttects Um insured agaii^ Ion 
of, or damage to, an auUxnolMle caused by tlM^ft, laro^y, robbwy, 
or pilferage. The Dediutible Form Theft coverage is exa<tly the 
sauM as the Form, ex(«pt that |S5 is (ducted frtm the amount 

of mudi loss not occasicmed by the taking of the entire aot(WKd^e. 
Hreft insurance is usually carried by school di^(^ on passenger 
cars and small trucks, Imt not on schoolbmes, mnoe it b unlikely 
that anyone would try to rtMd a school Inn, However, if this (overage 
is desired for schoollmses, primarily ftu* Uw protection of tires, tcxds, 
fire extinguishers, batteries, signal lights, and Um like, it may be 
obinined hj ikying additiozud premiums. 

WINDSTORM, EARTHQUAKE, EXPLOSION, HAH^ AND WATER 

If comprehensive coverage is not required, protection against Ion 
of, or danuge tc^ an automobile caused by windstorm, hail, earth- 
quake, external discharge or leakage of water, except loss caused by 
rain, snow, or sleet, if desired, may be secured by the all- risk auto- 
mobile insuraioe policy under the “WindsUirm, Earthquake, Ex- 
plosion, Hail, and Water” clause. 

COMBINED ADDITIONAL OOVERACE 

The Combined Additional Coverage clause of the all-risk policy is 
really an extensioa of the lastr named coverage in that it protects 
against exactly same perils, but coverage tt extended to include 
loss of, or damage to, in automobile which is caused by riot or dril 
oommotioc, the fcHued landing or falling of any aircraft or of its parts 
(S’ equipment, and fl(xxl or rising waters. If this coverage is de si r ed. 
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obTioitt tliAt ‘nvi^idstonn, ErpI<»ion, HaII, and Water’' dause 

mil not be required. ^ 

TOWWC AND LABOR COSTS 

TechnKmlly, inmiranoe which protects (he school district a^riA 
towing and labor rosts fw automobiles is not phyacal prc^wrty dam- 
age insuriMce, but ^oe this coverage is a phase of the autcinobile 
policy, it is indudod here. This oovenage pays for towing and labor 
costs neoeMtstod by dissblemant of the automobile, provided the 
labor ia pwforiMd at the place of diMblement. 

It Aotthl be rNiJMibered that, even though the automd>ile aJl-ii^ 
policy Usto each of the foregoing types of M>verage,-only those types 
few which prNniunw hsve been paid are effective. This is drown on 
tiro face of tiro policy for^h particular coverage. 

As has been previously suggerted, liability of insurance ooouronies 
for idiyskrol damage to insured automobiles is genaally li^^ to 
the uAatl (Mdi valM of the automobile itself at Uro tinro'of the km- 
dmt <M* to tiro adual oo^ of r^>airing and./or replacing the damaged 
parts. Howevw, in addition to Uro Actual Cash VaJiro Form, there 
^ are two (^iror fornro, eitJw of which may be used as a means of deter- 
mini^ Uro ownirony’i liability few damages to an insured automobile. 
One IS kw>^ w Uro Stated Amemut Form, which ^roci^ the exad ' 
amwint of Italulity Uro rompany awumee on an Mitomobile in case of, 
t<^ loes. The oUror, known as the Oxnprdiensive Form, is available 
f«* ptdiUe auUarobiks and owtain typ« of fleeto, trailers, and Uie 
like. 11118 form raes the dated amount mdhod to det^miiro the 
extent of oomirony liability. Bpth of Urose forms are avaUable for 
Seda, but the Adual Oroh Value F<wm is not availal^ for fleets. 

As a genial rule, school didrids whi(* operate five or m<we auto- 
mobike «■ achoolbiroes purchase boUi physical damage and liability 
mauance protec^on un(W the fled plan nuh« Uian under the indi- 
dduU vehick pl^ Ihe fled plan provides sonro savings in 
premiiima and eliminatee the Moessity of handling wveraJ iuairanoe 
policka. 


LIABILITY INSURANCE 


Seterri types of inraranoe coverage for the phymoU properties of 
Bcltotd didnek trove bedi disarosed in Uro preceding pages of tbia 

rtady. The pitroent seetkm will be devoted to a diacuamon o/^u^ 

ance ooTeiage fd- schod disUict lishility. 
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INSUBANCE 


As has been previously stated, school distri(^ are subdivisions of 
State governments, and under the tradition of cmnmon law, neither 
tile State nor its politicat subdivisions, caa be sued without their c<m- 
sent This means that school distrida located in States that still 
recognize common law may not be held liable in toi^t action. How- 
ever, recent legislation in K«ne States has limited or removed this 
inummity. In Stat« where immunity has be«i r«io^Bd, suits may 
be brought against school dirtricts for damage to the property or in- 
jury to persons attributed to the alleged negligence of the school board 
or of any of its employee In ^me States where gmeral imm u ni ty 
is accepted, court dwiisions involving liability have been rendered 
against some Khool districts, particularly where sodi dirtricts carried 
liability insurance coverage, but in most cases, siuh decisions have not 
assffised damages beyond the limits of the insurance carried. 

Some school and other public officials feel that the school district 
sliould provide full liability insurance protection covering not rnily 
the students but all others who are permitted or encouraged to be 
on school premises or ride school buses. Others, particularly some 
who have studiml %hool district finance and liability claims, contend 
that unlimited liability may wiwk school distri<^ finance*. On the 
other hand, some question whether there can be such a thing as 
limited liability, Th^ people want to contine to use governmental 
immunity for the prelection of their school districts. Basically, the 
proUem is not so easily solved, either by holding that Um school 
district should do nothing abont liability or that it diould ao^pt full 
obligation. It should be remembered that, under present-day pro- 
grams, States have compulsory school attendance laws, and the child 
who is not able to attend a private school or is unable to afford a tutor 
may be required to attend a public school In addition to thia, the 
school may be so located that^he has to ride on a schoolbus. Then, 
after he arrives at school, he does not cho(^ his own room or locati<m 
in the building Imt goes where he is directed. Furthermore, parents 
and others are often encouraged to attend various geanea or othor 
functions under the auspices of the^hooL AixndMts cui happen to 
students and to wlults who may be on school preouses. These illustoi- 
tions are not given to show tW the,|diool district should or dic^d 
not accept any degree of liability. Bat^, U4y are given to show 
the problems to be faced wh^h^r scho(^efasfR^o not accept some type 
of liability obligation. \ 

It is not the purpose of t^ 4i8CQ8BHm to or to critidse the 

purchase of liability insurance 1^ school boards. Bather, the purpose 
is to disease the Bcope and the im|>lieationB of liebility iiMmmoe cover- 
age for school dirtricts. School district Uelntity ie ommttned with Mty 
injuiy to, or death of, any person and danmge to, or loss of, tin 
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property of others cau^ by negligent acta of school district em- 
ployees or resulting from the ownership, operation, and maintenance 
of any school faciliti^, including buildings, equipment, elevators, 
playgrounds, and transportation equipment.' 

For the purpose of thir^udy, there are two types of school district 
liability, one d^ignated as petsonal and the other known as 'property. 
The former is concerned with responsibility for injury to, or dea^ 
of, persons of the public, while the latter involve responsibility for 
dama^ to, or loss of, property of others. 


Personal Liability Insurance ' 

Many schwl officials rew^nse an obligation to prot«:t their districts 
against various claimants. Some of these claimants may involve 
possible district obligations for injuries to or death of individuals. 
Such claims are often difficult to anticipate and to evaluate. In fad, 
some court cases have indicated a po^bility of a^e^ing damage for 
inconveniraice, mental anguish, or (^er nontangible characteristics 
which are not msily measured in dollars and cents. Because of these 
conditions, school officials are never quite sure of the extent of the 
district’s obligations for such risks. Then, too, there mamB to be 
a dangw that jury settlements of claims may award ‘*all the tf^c 
will bear,” which means that school dirtricts may pay rates that are 
high enough to provide the funds needed for such awards. Some 
States have tried to counteract such tendencies by ^tablishing fixed 
limito for certain types of injuries. However, this procedure seems 
to enter into the field of aoiidait insurance. Under most State laws, 
insura^ companies pay no liability, no matter what the nature of 
toe claim, until the courts have fixed the extent of the liability of the 
insured. One posnble, exception to this may be found where insnran<» 
(KHnpanies, feeling that they can settle claims with some financial 
advantage to themselves, agree to out-of-court settlementa Ijn such 
cas^ the d a i mm a t agrees to accept a fixed amount, in retqm for 
which he signs a release docum^t. 

Some of the ixamnon types of insurance coverage designed to 
proted school disiYicto against peso^ liability claims are: (1) 
Owners*, laidlords’, and Tenants*; (2) Products; (8) Profeesional 
(Malpradioe) ; (4) Worbnai’s Compensation; (6) Accident and 
Disability; (6) ComprdMidve PobUc Liability and Property Dam- 
age; (T) PsTBonal LUInlity and Ftop&rty Damage; -(8) Elevator; 
and Automobile PuUie Inability, liicee types nf personal lia- 
bility proCecthm will be discussed in the following {Mgee. ' 
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OWNERS*, LANDLORDS’, AND TENANIS* 


An ownec* or a t^iant of any pr<^>^y, induding s(^o(^ dirtricte 
in States wh^ goTM-nmMital immunity has been waived, may be 
held l^ally liable for injoriee t0,<^r d^Oi persons of the public 
whw ^ch injuria oi: d^th may be ocoshmed ^ tlw own- 

ership, opmvdi<Mi, use, and maintmiaime of any kind of property. 
The Owbot’, Landl«rds’, and Public LUUli^ polic^, some- 

timee called Grniwal Public Liability uuurance, is isned to ownms, 
lessees, or tenants of properly which is n^ imed foir manufacturing 
operations. This policy premises to indunnify tor loss frun c laims 
inade np<m the policyholder as tlm result of an accidmt caumng 
bodily injury to, or dmth of, any person not employed by the poli^- 
holder, while this persMi is <m Um premk^ or adjaoMit walkways, 
of Uie polioyh<dd«*. This pdky a^ (mvers t^ Imaards in otme- 
quMoe of t]^ exirtmee, malntmanoe, or use, imdiKiing evdiury re- 
pairs, of Urn p«q>«ty or pmoises. ^ polky does n<^ 

covM* liability resulting frmn extraordinary addi^ms t<^ 

structural altm*ations in, d«noliti<m of t^ prMaises^ nor does it 
cov«r tlm in^allatioo of imw equi|wwnt Furtlw, it provMks 
(X)verage for tiabili^ cai^l by uiy penon hired who b und^ the 
legal age limit or, if tlmre is no l^al age limit, undm* 14 yean of Mgt. 
Still another limitatiem of tlM pdi^ b that it ^>eei6(^y exdwke 
any liability assumed Um polnybcd^r mr any imposed i^>on him 
by any wiH-kn^’s (XHnp»aati<» lsw» 

stsndud'limit of the poli^ b for bodily mjuiy (m 

death) of om jmsmi, and, mi^et^ to thb mzob i^ivMlnal limit, ^ 
standard maximum limit for bodily injuiw (cn* deat^) re w lti ng 
fitnn one aocidmit b $10,000. limits may be pnrehassd lev 

a small au^tifuud charge. 

Thb type of policy b bmed f <»* a term of 1 years. If tib 
b paid in advans, w if it b {Mud in enrtiun ^leei^ i^allmMit^ 
a term dbemint may be aamired on Um t^id pmaium. It t^oold be 
noted Ime that nc^ cnly pmstmal ludili^ but a^ pit^w^ 
may be punhaaed unebr Uib pedu^. A furUmr stateinent will be 
made with respect to its coverage under the discussion of property 
liability. 

PRODUCTS PUBUC UABILFTY 

A second form of liability proteetkm, designed primarily to pro- 
tect merchants and manufacturers but recently asd to prated 
diatrids, b tlm Products Public Liability polky. 
losses arbing out of the ponmrrimi, ass, «dslmS) or oommm§i^m oi 
products manufactured or sold by the inaaed. Consumption or on 
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* 

of such produ<^ ^wev^, murt t&ks plsoe after the insured has re- 
lumuishad poaseesicNi of Uie product inTolred. 

School caf^eria ^rvi(^ are re^pcui^Ue for preparing and serving 
food to pupib and employee Sc^x>l di^ricts may be intere^ed in 
ample protec^imi, sinoe tlnre is alwajm some chance that such food 
mi|^ beornoe wmtaminated and thus injure the livro and h«dth of 
those who ^t it. 'Ihis pobcy prefects the k^ooI district whether 
sudi fc»d is wnsumed or off the prmiees. 

Howevw, it should be pointed mit here that food mnsumption can 
be covered by endoreemwit to the Owmts’, Landlords’, and Tenants’ 
polh^, by ti^ O^bined C^xnpr^ienave Lidbility poli<^, or by the 
r^darlSiblklial^itj Policy. * 

PROFESSlOeiAL (MALPRACnCE) INSURANCE 

A third type of p^acmal liid^ty prcRec^cm which has Jbecixne of 
int^est to bc^mI authorities is Profeanonal (l^prac^oe) covMiige. 
This oovw^e, origin^fy ^veloped to pn^e(A nodical profe^onal 
p^som^ again^ cUdnua arising from damag ing wiWjA^ or mal- 
pra<^ acta, Ims beni expanded to incl^ liabili^ arising from 
assault, damier, libri, undue famUianty, and cAlmr types of nlaima. 
It m pn^aUe tJuU. cmly sdiool di^ri<^ whicdi onplcy dodcMis, nurwe, 
dentiks, and p^chiatrirts may have a imed fw Urn protection affowted 
by this policy. 


wouosrrs comfSAiidif omnuNcs 

A fourth type oi p^uemri Uatality ’|Hoto<^oQ for scho<d di^^ 
is WcwkM’b.Omipei^cm inmiranca, which may be defined as insur- 
ance sgui^ any liaUi^ hnpoeed ly law upcm onphymis to com- 
pensate their -emplcyeee (or tlto ^pmdmte <rf sroh imptoyees)i 
aomding to th» cbfinite sdiedule of bmefite {wovicted in tim otmipenr 
sariem a^ <rf the l^ate, for any injury mstaiaed by radi employees 
bj aoad«ate u-wng o^ and in the emam of, MnpkymNit, 
g«erally withott regard to.n^^igNme «- foult of ritlMr 
employe or the employee. 

In amrt ^ates w We wQ^UMn% »npa»iri(m inmiranoe b required 
by law, ^ l^a^brd Worbasni CoapenaatioB and fint^yer’s 
UahiWy m used. TW b ai^ks^ to the 

■pe^ «0#^Ws isA p«^0» ^ hwr by attsehmg a &ate 
mdmmi^ OMitouuiir ^ ^ Ae 

tkm kw ^ the partobr l^te, m ^ quoWg the ^ tW 
oompsnsaton id tfuilati ng that the {MrOTMWs of 

the kwaiu Woq>«atedfothepi^iusfe»if^tedtWAi. . 
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Thia policy ^reee to pay promptly to way l^^y hir«l employee 
who, during the policy period, suatains injury (w ocxAipadcmal dia- 
ea^ in ^une Stat^) arising out of, and in the cx>ur^ of, employ- 
ment (or, in the CAse of death caused ly sudi emplcymwit, to pfy to 
his depei^ents) the stipulated benefits d^ignated by the <»mpA^- 
tion law of the particular State. In additicm, the insuran<» company 
agrees to pay charge for the nece^ary suigicud, m^cal, or hospital, 
and surgical apparatus or applian^ and chargM for ro^icinee, as pro- 
vidwi in the State statute In the event of fatal injury, the policy pro- 
vide whatever funeral exj^ns^ are required by the provisions of the 
act in the particular State. It also giime the wmployer a ^xindary pro- 
tection agunst legal daims fen" infuri^ to legaUy hired employee 
based on the underlying negligence of the employ w. It further 
agrees to defend the insured agaii^ any suits or c^her proceedings 
(even though groundlMS, fal^ or frandalmt) which may be brought 
against the insured by rea^xi of injnriee demanding damages or 
(XMnpenwducm. 

At the present tinm, ill ^ States and all Territori^ of the United 
States have wcntoiwi’s compeofimtacm laws, but in seme Stides cover- 
age is el^jtive, while in other it is ocunpulsory. In States .wlwre 
coverage is elective, the employer has the option of either acx^ting 
or rejecting the proviaems of tl» law, bdt in c^ab he rejeds coverage, 
he loses tro customary cenunon law defense — asumed risk of Um 
employment, nej^igenoe of fellow servants, and oontrilmtcKy negli- 
gence. Before the parage of oompwsation laws, these defa^ were 
used by employers to defeat claims ly injured emplcyees. TIm 
employer might show thid the injury was due to the ordinaiy risks 
of the work, riste with which the worker was familiar, or to the n^^- 
gence of fellow wcMhers (fellow snrant rule), or that the employee, 
by his own n^ligenoe (contribute^ n^[ligenoe), caused the injury. 

On the other hand, in States whare ocmpeiUMtion oovoage b 
pulsory, every raaplcyer who is subject to^w law mud ecanply with 
the provirions of law, uid, in except two of Uiese States, all 
employees subjecd to the law muri acoe^ its provirions. In the two 
excejded States, employees may reject the oov^mge, Init if th^ do 
reject it, their cmly recourse in case of aocidMtS b to bring d|uniage 
suits in the courts. \ 

In most Stat^ weridy coropenodioifi benefits gOMrsll^ run betwem 
00 and 66 pnc^it of ^ miployee^ to a sripul^ed maximum, 

and not /to exceed a muimum nmnber of we^s, cbpoidiiig upon tlM 
seriofttiess of tike aoeidoit. Deidh {bymmta, on tim otiiCT ha^ 
are gmmmlly based on the deceased employed and ^ lha 

humbw of depmdnits. Ccxnpeiimtim {mynmots iBo^y stwt on tha 
eigbdh day after m aed^t, while id^moits inanedi" 

ateify afto* an icddait. 


AREAS OF SCHOOL INSURANCE COVERAGE 
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ACCaDBTr AND DISi^njTY INSURANQg 

DisabilJtj means of powers through accident or sickn^. Usu- 
al! j, disability insurance policies are specialized and apply only to 
restricted hazards, such as ao^idents only, or only di^ase and si<i- 
ne®, or to htMpitalization only, or to mescal care only. In m^t 
years, however, casualty compani^ have offered a combination dis- 
ability policy, both as to individual coverage and as to group cover- 
age. This is known as the health and accident insurance policy. In 
(injunction witli this policy, scmie companies and some non-profit- 
making organizations offer hospitalization and surgical-m^cal ben- 
efits. Some cimmercial companiw go even further by offering death 
and difflnemberment benefits with such polici^ 

Under the group plan, health and accident benefits include weekly 
amounts to insur^ persona These benefits may vary with the size 
of the ^iup, with the type of ociopatioD, and sometime with the 
cdmpani^ providing the coverage. Generally, maximum weekly 
benefits are limited to certain muimum amounts and for fixed maxi- 
mum peri(xls of time. However, it should be pointed out tliat most 
sick and accident insurance polici^ for emploj'ees spwifically exclude 
company liability for any illne% or injury which mtfy be <»ver^ by 
the workmmi’H compen«ition policy. 

If hospitalization and surgical -ni^lical benefits are included as a 
part of group disability insurance, these benefits protect the insured 
perwm, and under (srtain (xmditions members of his faoiily, against 
the serious hazards of ho^it^ization costs and surgical-medical ex- 
p«ises. Essentially, hospitalization and surgical-medical protectioa 
is a system of prepaid hospitalization and surpcal-medical care. 

B«iefits under this type <rf coverage may range from a fixed maxi- 
mum amount of hospitalization coverage for each accident or illness 
to the total cost of hospital care for a specific number of days for each 
kccidmt or illness. The surgi(^-medical coverage generally pays 
according to a fixed schedule for various typ«5 of surgery and pro- 
vides a fixed unount for each visit of the physician up to a maximiun 
number Berofite may be paid either directly to the hospital 

and to the attending physician or directly to the insured, upon pre- 
scDtation joi-^^^temrat of charges for services rendered, depending 
upon the plan upon policy conditiims prescribed by 

the msuring ixnnpaiiy. 

If ioeidcmUl death and dismanbennent benefits are included as a 
part of the group health and accident insurance plan, their broad 
purpose is to pay for the relatively serious permanent disabilities 
(mdnding death) for which group accident and health boiefits are 
inadequate. Benefits under this coverage may be paid either as a * 
^lump sum for each dismemberment (or for death), or the total 


,:a. Fi'" 


34 


8CmK)L XN8UE4ma 


lunount for which the (^npanj is lieble, nraidlj sjMcified in the {K>liej 
form, may be spread OTer a given number of numthly {wjments at 
the discretion of the insured or of his bme&daij. - 
Premium payments for group dlmbility mmranoe are generally 
made cm a numthly basia, in advance, fmd may be |^d ratirely the 
mnploym', or may be wi^hdd frun ^ insurri snplc^eM’ wages and 
salaries by the ^nployer mid transmitted to the msnrance omnpany, 
or Ae employm* and the employee may pay a Aue of Ae cost, 
iMsed upm a prevlcnis agreement brtwem the two. Whwe un* 
ployee {mys all a pmt of the pmnium, the emptier acte as an 
agent, collecting the mnployee's Aare, and tiansmitting the t<^ 
m<m Aly paymvit to (xanpany. ' 

Available data Aowing the extmit to whiA scho(d dirtrkta pur- 
chase outright, <MT participate in purAase of, disdnlity innrance 
fm* AA: empl<^^ inAcate that, fm* tlmse school dirtrv^ wbrnre ac- 
dd^ coverage is known to be provided fm* teachers, IS {^t^t of 
the districts pay Ae total oo^ mid in 4 pmcant the cort ha* aodctot 
insunume b Aared by tlM tmuhma and the schocd di^^ In 
adiool diArids where heal A insurance b known to be avmlable undw 


the group plan, 1 pmxsmt of Ae didricts {Miy tlm total port, while 8 
percent Aare the <xirt wiA Um tMchera In d^rirts wWe gbmp 
hospitalizatim b known A be avulabb to Ae tMchmm, 1 pmumt of 
the districts {my tlw total cost, whik 4 pmc^t share Ae oort wi A the 
teachera In dirtd<^ where grmip «Lrfi(»l i^inume b known to be 
provided for teachers, 1 peront of Um dirt;^^ {»y tl^ total and 
3 pmcwt Aare Ae oort wHh the teaclmra. In cUrtrkto whmwgitmp 
life inraranoe (dmA bmiAts only) b known tobe availabla to teaA- 
ma, 2 pMt3«it of Um dbtrids ^ trtal cort, while in 6 pomait of 
these dirtrirts, the (»rt b Aared wiA the teadma* It ^mkl be 
noted, however, Aat these data are repcwted from urban dirtricts, and 
that in tlMse dirtrids the tmkchrtw are ^^ing mirt of ^ oort 
coverage. 

If Aere b any doubt of Ae kgality of lAng sAod fmcb ior 
and aoddent, Im^italbatioii and aod^nttd 

deaA and dugnsmbrtaaait inrarmme for sdmol wi^ayocB, sdmol <rf- 
ficiala who ocmtemplrte oo^i^ m miy of ^ee mreas may find it 
demrabk to get the ^rnucm <rf Ae attmi^ ge^rtal on thb pdmt be* 
Arne they ^Aerk on mi inmrmioe jmpgnun mvolThof Aoeo c over ages, 
if sclmd. dirtrirt b to ^y all or any j^irt of ^ oort of the 
.^program. 

Qoa^f rehted to a wmknt and dirndrilby ii»npa]ii» for sehod em- 
ployees b no^int Inmrwoe fw rtndrtitiL Boards id ednmAm are 
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int««eted^ for tl» mort i»rt, m two types of itodeot a«dd«it inaur- 
an<». One wmoerns rtadMit who is s(xndmUUy injured whik 
plsying on the school prratiises falling, by bMng hit 1^ a flying 
objert, accidaitally thrown by an(^^ person, by using any ty|» of 
school equipnMnt, or by any c^er accidental means. Tl» t^her c<m- 
cenis the ^udoit who pariicipatM in the Khool’a athl^c prr^ram in 
any wi^. 

^^nle® h^ligMice of school c^ciak (inclnding tea^dwrs) «i.n be 
to have been tl» cause o£, cw to have amtributed to, a^doote 
ttl^Kudwte on tlM school premisea, it is doubtful that scdmol dis- 
trirta, unduding those which rajoy no immunity from li^iU^, 
be held liable t<x injuries (« dMith) mMained by students from mch 
acxndMi^ On (^Imt hand, if sdKxd (^Iciids encourage pupil 
parttoipwbmi in ^lain acrtavides, and if each M^<ms contribute to 
accidental injury, there may be dunige chums, partkuhurly in States 
accef^ing S(^m ^^ree of obUgatim in these ar^ta. A(yJd«mt ii^ir- 
ance as it pwtama to sckxdbiM sedate, and soin^ di^<* liability 
th^for, wOi be d isw w s ed under autooH^ile liabUi^ (xrrerage. 

During few jmra, several ocm^^es have b«o explor- 

ing the id^ of pupil aocidwit insurance i»id fw by the parmts 
through eithM* the sdmol prioci{»lk or throi^h scmm group 
such m tlM a^odatioQ. Such pluis coom under a 

form of group uwiranoe serviced by ma^^ polky which k 
gsnerally retained by Um pruua{^ or the qxMnoring orpuiixa- 
tKML Individual pmniwi paymento have ranged from aberat |1J5 
to abc^ p«r diUd hw sdxxd year. SiMh pedidee oo^ 
shn^ ^ kin^ of Msddmtal injuriss exesept tooee uumired whUs 
Um UMtred child is (MrtadjMding in any mtmdiohistic qwrts ev^t, 
and they are effective sclmoJcky of Um year (Imt n<d- Saturdays, 
Sin^b^ uid Iwltdaya) from about an hour befeve toe op ening of 
sdmrf eadi day to tooat an krar aft«r toe dose of Khool eadr day. 
Thk eomgi gmoaUy ^ys ondk^ cods f«* tba treatomt 
of iajurMs, ^ sum pdkdes ^y radical fern ^ to a iqpedM 
msariama if mrgwy m memmaj in Om toeidiDait of mtAi injm^ 
Stwknta eo^ed by tok pdk^ are prdeded whik they partioiiMds 
in {toysral edoMtom activitke, intruiaral spexia, ctiM* pky ao- 
tii^tks, and whUs any (tim* duties, except as (Ntr- 

tuaj^ ak m intesi^daatic ^orta, in with toeir edmol- 

wmis, 

lu sene cases toe oi anual premnMi of $L^ to ^ 

pu^ have Edkved punts of paying ar^ h^toed Mlua is 
^i**7i he^taWiBi tioB, «d BMittdd mm em^ wUto i^e pud 
I 7 ^ h^^ruMt ccnpuiiesL Om d^ilfy ukaa the ftmt tost 
all ati^^ are not oovued. Smoo pare^ fed toey can- 
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not to pay the small premium ; cohere feel Aat their childrm 

will not be in rolled in accidents; and many fchoolcAildrra do not 
obtain the protection that is available. An aoc^table plan that wifi 
provide accident coverage for all children who are enrolled in schada 
.would merit wnsideration. 

A<«ident insurance (»vering studwito who j»rticij»te in interecho- 
lastio sports can be purcha^ from mcwt otfualty and fixun scane 
life insurant TOmpaniM. In many caMS premiums for this type 
of- insuranc56 are secured from reaipts for admiMons to sports 
evmto or from othev int»me rMulting from the operation of the 
athletic program. In some instances, tl» parents of rtud^ts who 
participate in athletic events pay the prwniums; in other instances 
some sponsoring organisation, such as a load dtic dub, pays the 
bills; Mjd in a few SutM, the §tat« athletic awxsiation allottee 
certain funds, generally derived from their State iMdcetlmll tourna- 
ments, to hK^ Khoola for the purple of helping defray the of 
accident insuranc» for school athlrt«. 

(X)lfntEHErmVE PtJBUC LIABIUTT APID PKOP^TY DAMAGE 

A ocunparatively reo^t developmoit in liability insurance is the 
Ckunprehoi&ve Public Liability «id Property Damage inmranoe 
policy. It is also bmwn as the AH- Bisk, t^ Blantot, or the Qunbi- 
nation poli<^. It wvers all hazards, induding auhmidttle hazards, 
which might cause bodily injury (or d^th resulting d^efrcm) as 
well as those hazards which mi^t cause prop»^ ^pmage. If snne 
particular form of coverage offered by this policy is nd denied, this 
form is eliminated by inserting t^ words “Nd. Covered** in tiw 
schedule for that jMurtiailar form. T^e polity has Uiree inmring 
clauses, <me OQvning bodily injury liability and two arming prop- 
erty damage liability. The bodily injuiy dame has a nn^ id of 
limits— a limit par powcm and a limit per aod<^t— ei^ applying 
regardless of tte mnm of tin acddoit. Hovram, thne u m 
gregate Umit which apidks to liability claims mrcdvisg products 
Of the two iiwning daiuee coming prtqmty duaage liability, cm 
covers the automobile hazard and js mandatory, and the other covers 
otlm proporty damage lidnlity hnnrds umI fe c^^cxud. Mcwe will 
be said idmdthk pol^ nnd« the sedkm cm prapnty damage MaUlity. 

Scmie aothcwitne oo school iunmucebdnve tlud thu poAky affcw^ 
the best lialnlBy protecticm araildl^ It luu tte admiti^ of rs' 
quiiing only caw pcdky iar prdecticm a^mt aU tort luddl^. 
Tlnrefore, if this poli^ form ii used, otlier types of UiMlity pcdi^ 
will not be rec]uire(L 
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PERSONAL IJABIUTY AND PROPERTY DAMAGE 

The Per^nel IjiebLlity end Property Damage policy offers pro- 
t^Aion to school officials which is not generally includwl under por- 
wnal liability j^Uciw. Most penwnel liability policia cover liability 
arising a»ult, glander, libel, fal« arrwt, false imprironment, 
and the like while the insured is informing on-the-job i^ponsibilitiw, 
but not while he is outeide the sco^ of his employment. If coverage 
for both on and off the job b required, this may be ««ured under 
special personal liability policies, 

QXTATOR 

Some whool buildings have elevatore, and for this rwMn a Irief 
di»nMon of elevator infuranw is given here. Where Mhool build- 
ings are equipped with passenger-carrying elevators, beards of educa- 
tion having wmtrol over th^ buildings may need to be prcRerted 
agauttg poffiible liabili^ suits involving in jui^ to rtudents, employe^ 
and vimtors who may u« tl^M elevatora. 

Elevator roverage may also include mmlatore and can be purchaaMl 
either in oonniKdion with the Owners’, Landlords’, and Tenants’ policy 
by pix^>erly designating and dmcribing wch elevator or e^alator and 
by paying the required premium or under a separate Elevator Public 
liability poU^. Under the Elevator policy, standard limits of 
liability are $^XK) for wie person, and, subject to individual limits, 
$10,000 for injnriee or dMths caused by any one Mcident. High» 
lunib are available for additional premiums. 


AlfltMloALE PDBUC UABILTrY 

Autmndbile Puldm lialHlity coverage proton the insured from 
daiing by tiie public for injuries to perrons (or dMdh imilting there- 
fron) ud fw damage to or ^^jurtion of property of others resulting 
frmn owner^p, operation, and maintmance of auUnnobiles, rohool- 
huses, and ^er motorised tran^rtation equipment Prop- 

ofy dumige liability which ought be catned by ^ opwation of Uiis 
equipoMnt will be disci^ed in a latar sertkm. 

Sdmollna opoation has becxxne a riuble busines in the United 
Stata% Md althmi|^ s^)ollms^ are not freqorotlj involved in soious 
aoc^teta, th^ <k> eKWMtiiiies have InMuiuire piartu»s with 

to luddli^ pr<Ae(^<n ind^mt to die opendiem of paUidj* 
ow^d sduxdlnMes rtij greatly amn^ the SUdee. In about 83 
o»t ot dM States, insuiance prc^etioai k made ocmpulrory State 
law I in about 8 p«n^t of the States, it is required fay administrative 
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r^ulation ; in about 86 fieroent of tbe Stat-es, it is optional Ixit is 
authoriEwi by State law ; in about P j»rcent of the Stat«, it is optional 
but may be pureliawi under impli^ |»were of of riucation ; 

in about 10 percent of the Statm, it is prohibited by court deciaions, 
attorney genejul 'flings, or other ruling; and finally, in about 4 
perront of the Stat^ there is no clearly deJinri gtatua of achoolbus 
liability insurance.* 

With rw|»ct to liability insurance requirementB for privately op 
erated schoolbusw. State praotic« have equally wide variationa. In- 
surance prot^tion is required by law in 64 j»r»nt of iIm StatM, is 
required by administrative regulations in 6 j»rt»nt, is optional but 
authorised by law in 16 perront, is pormifflible under the bM.rda im- 
plied powers in 19 percent, and baa no dearly defined rtatua in 6 
percent of the StatM.* 

Automobile public liability inauranc* is available under the C<mi- 
prelmnaive Automobile Liability policy or under U»e Comprehensive 
Public liability and Ihofwrty I^magB |»licy. Bdh policiM are 
offered by many insurance c«npaniM in most of the 40 States. 


Property Damage Liability 


Serend types of insuranc* pr^ecticm Mvmng Khool di^itA lia- 
bility for injury to, or ^dh of, pemxis of the public were dmi^ed 
in tlM proMding Mt^ion of this rtadj. TIm following pages wOl be 
devot«i to a disunion of various typM of insurance «jv- 

ering damage tc^ or the destruction of, property of dJwa caioed by 
the district’s ownenhip, operaCibn, and maintNiaus of any Und of 
property, or damage to Ui ptopMty of others caused by the adivi- 
ties of a third party with which the kIuwI dteiot has contraded 
to perform Mrtain serviMe. These types include: (1) Autoqudiile 
and Bm — Collision; (2) Ckmtractual PuMk Liability and Property 
Dunage; and (S) C^pr^uiave Public Liability and Prtqwrty 
Damage. 


AUTOMOBILE AND BUS— OMilMW / 

B<dh the Conpr^Min^ A^tnrabile and the CkNupf^^inTe Pub- 
lic liabili^ and Property {mUcks provi^ prt^a^km to 

school diAricts f<v damage to prc^mty of ckl^a caused dis- 

*■. Otaa mmA Pr*pm^t P b i iimw 

, I*. 4sa OBe* WuUm^m: UB. OotWe t Oitei^ 
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trict'Owuwi »at«nobiJee, bnsM, trucfa, station wagons, and othw 
typM of motoru^ transportation equipment Under tie terms of 
tht^ policiw, the insurance company i^reM to pay on behalf of 
the insurwi all sums which the insur^ shall Ijwxjine l^aJly obligatad 
to pay by reaKin of liability by law for damages becausB of 

injury to, or dMtruction of, the property of othere cither on or off 
the hi^iway. In addition, the ComprebenHiv^e Automobile Liability 
fwlicy prot^^ the school dirtnct agminst lialjilify from the u* of 
pnyitoly ownwi transportation equipment by emplnyeM or by out- 
siders in the ^lain^B of the dirtrict. However,. if the KhooJ dirtrirt 
dc« nA carry the broad form of the gtandard Comprehensire Auto- 
mobile Liability policy, nonownerahip liability coverage may be ob- 
tained ^ the purchasi! of a Nonownership Liability fadicy. It covmre 
c^ntially the same typM of liability as thc^ outlined alwTe. 


(XWreACnJAL PIJBIJC IJABnjTY insurant 

Contractual Public Liability insurance is of interoBt to wduxil 
officials wh^ dirtricts have a«umed additional liability through 
the use of rented or leased property where the Iwse contract has a 
clau» which “holds harmlew” the owner of the proiauty, thereby 
placing liability for any kind of damage rMulting from the opera- 
tion or u« of the pro^rty on the iMee. AncRher ty|M of liability— 
biRh perwmal and property — which may be a«um^ by the school 
dirtrict is brought about ly the dejKisit of materials on the strerta 
or sidewalkB to be used by a wntractor working for the distriiA. 
liabilities such as tb^ are omted by a third party with which the 
whool dirtrirt has contrKt^ to perform Mrtain serviMS. Insurane* 
opyerage for TOntractual puUio liability may be writtto as a separate 
policy, as a part of the OwiM-rs’, landlords’, and Tenants’ policy, or 
in connection with one of the ^er ^aic liability polici«. 

Sdiool officials wh» dirtricta have anun^ any form oL 
tractual liability may want to insirt ftat all ^tractual agre«nent8 
betwB« tte di^nct and others Mntain the “hold hamdees” clause 
for the dirtri^ If this b n^ doie, it may be nee^mry for t^ee . 
offidab to consider insurant wTerage for oontiactual liability. If 
this TOverage is desired, it should mdude b<^ perwxud and propejty 
H^nUty protecHcm. 


(XMIPBEHENSIVE PUBUC UABIUTY AND PROPERTY DAMAGE 
INSURANCE 

As has been prerkN^j D^ticmed, the Dxnprdumsiye PuWie lia- 
Idlify and Pr^Mty thunage inraranr^ ocmtracA is lo(4nd U{am by " 
ma^y at&xd inwiramse as the be* liability oofW’ 
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ags th*t is aTEilable to sdiool dirtricta. Titt propertj damage section 
of this oontnu^ has two insuring dauses, cme coming Um use and op- 
sratioa of autcnnc^iles and the second ooreiing oOmr Qrpes of prop«^ 
damage liability. In general, it (»n be said that tlw earicMB tjfm of 
property damage liability for which the school dutrid may be (^li- 
gated are comed under yUie proT^cms of OcmiprdMonre Pubbc 
Liability and Prc^>ertyJPamage pdi(^. In Um pdicy come 
all types of liability— persond and pn^>er^^wbich may be oorered 
Um Owners’, LAndl(Ntls’, and Tenants’ i^cy,^tlM OcraprehensiTe 
Autmimbile policy, the EleTStm* pdicy, Um Owners’ and Cntnu^rs' 
prqteciiee p^cy, tl^ Produds pdicy, Om Omtrartual PubUc Lia- 
bUity policy,' and oUier muodlanecKS and unounrote lial^tiM. 
Since this pcdky fcwm will eliminate Um Mcesity for semral (^ter 
pdicy forms in most of the 49 States, it desswee the oonsidermUcm of 
school officials. 


Chapter IV. — Authority of School 
Boards to Purchase Insurai\ce 


THE PRECEDING CHAPTER of Uub was dev<^ed to a 
disciffisioQ of icwne of-d^ araas of insuranc* coveragB for public school 
dirtncts. This chapter will deal with two iriajoi? topic*, namely; (1) 
L^;al basis for scliool Ixmni authority, and (2) developing schcx)! 
board jxilicies with resped to the school insumice pn^ram. 


LEGAL BASIS FOR SCHOOL BOARD AITIHORITY 


r 


I*gal authority for the o|»ration of the public schools in eadi of 
the i9 States is based upon their i^pecUye consrtitutiona and upon the 
enactn^te of their legialaturte. ^ Sine* both the State and the local 
aathoriUes accept certain rwpotisibiliti^ it is often stated that school 
administratiem is 1^^ a State and a Ipcal functiwL 

Our edimaticNial machinwy includes State departments of edaca- 
ticm, State boards of*educati«i, load school districto, and local boards 
of edtM^ion, each with certain defined authteities and dudes. 

I^m^tive enactments, conditutional limitations, and State board 
of i^ro(*tion reguladons may prescribe the powers and obligadcms of 
the local echoed di^ricte and establish limits on spending school funds. 
Sernae of these powers and obli^adcms include authwity to pur- 
chase school site^ to <»nMruct school buildings, to provide edher prop- 
erty needed ctHijiucting the public schools, and in genu*1 to pro- 
tect the prop«i,y and other ais^ of the diMricts. Sclmol dirtrict 
authority to manage and control such property invedves responsibility 
for its maintwanoe, repair, and'protecdion, and the cenirts have held 
that, within legally prescribed limits, local boards may ^>end school 
funds for these purposes. 

In s(Hne Sta^^ there are rtatutory requirem^ts which make the 
protecdon of school property by local bMrds mandatory; in other 
States, such authority is q)eciftcally by law, but local authori- 
ties, at their discr^on, may or may not spend school funds for die 
pitdecdcm of school property; in still^oUmr States, laws may neither 
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give nor withhold such authority, but in such cases, it is generally 
recognized that local boards have permi^ive or implied powers to 
spend school funds for the prelection of school property. In addi- 
tion to statutory provisions, there may be Sl4te bc^rd of edimation 
regulations concerning local board authority for spending school 
funds for Uie pix^ction of property. -In ^une States, tiieee r^^a- 
tions, if properly registered, have the effect of laws Mid thMefore 
murt be* respected by local school authoriti^ 

In addition to providing protection for the school district against 
property loss, school beards are confront^ with the probltfn of pro- 
viding insurance pit^ecUw for their districts against various types 
of claims involving dirtrict liability. This problem is quite different 
from the problem of property protection, because, in many States, 
school districts as subdivisions of the State govurimttit cannot be 
held liable in tort action. This immunity is ba^ on the <xwu»pt 
that “the king can do no wrong,” a cornet handed down by common 
law. 

There are at least two apprmches to the school liidiility probl«n. 
In States where immunity is not waived, the queeiticHi may arise as 
to whether or not money spent on liability protecti^ is legally spent, 
if the school district cannot be held liable. Jfnsuring clauses, untess 
they waive district immunity, agree to protect the district against 
suits for damages for which the district is liable. Iher^ore, if there 
is no district liability, insurance rampaniee may daim that there are 
no grounds for action and Uius refuse to pay dl liability claims. 
In such cases, then, the expenditure of fun^ to proted the didxiet 
against tort adion could be considered a waste of money sinoe it buys 
nothing of vdue for the school dis^ct In other words, 
purchase of liability insurance may not necessarily muve j^vem- 
mental immunity, although, in some cases, the courts have held that 
school districts are liable to the exteht of insurance carried. This 
being the case, there is a quedion whether school districts which en- 
joy governmental immunity should purchase liability mraranoe. 

On the other hand, some States ^ve enacted lavm whkffi remove 
all of their suhdivirions frmn governmental immunity, and seine of 
these States have made the purchase of liability insurance prdectiem 
mandatory for their hchoed di^icts. California, Washington, and 
New Ycn^k are States that have waived governmnital immunity, and 
efforts are being made to do the same tlyng in some otiMff States. 
Since several States now accept scmie degiee of liability, it may be 
desirable that local school officials consult an idt<nii^ to determine 
th<i status of tiielr States with respect to school di^ct liability. If 
liability insurance pre^tion is required or permitted, local oAmds 
may feel obligated to secure this coverage. If surii proteoti<m is lui 
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required <3^ permitted, mxa^ i^>eat t<xe si^ iosoruioe m«j be waetodt 

Tfayn^ are other ^rays than by the purchase of insmlmoe- from com* 
merdal carrime by ^hich school boards can propide protedion against 
loss. One of tb^ is what is normally known as self-ii^iranoe, which 
is a plan by which the local board builds up reserve funds fm* the 
replacement of losses. Obviously, many ndiool di^ricts cannot build 
up sufficient reserves to cover such obligati<ms for major properties 
or for major claims of other types. Such dii^ncts ordinarily buy in- 
surance protecticm. On the (^her hand, some of the larger st^ool 
districts whidi have widely dispersed properties and which can carry 
sufficent reserves do art up plans of self-inimranoe. However, it 
should be pointed out that in a few States the building of major 
reserves is que^oned in making State allocatimiB for the next school 
year. In other States it is doubtful that, under exisiting statutes, 
major reserves can be a<x:umulated by school di^ricts. Such restnc- 
ticHis, imposed either by State patternTfor distributing school funds ot 
by statute, may limit Utt ac^vitiee of some school distrids m hnild- 
ing self-iiymianoe reserve 

Another way which sdmol distiids may handle the problem 
of preceding school property is to assume the risks themselves. By 
the self-assumed risk plan, ^ board does not build reserves for re- 
placement of losses, but expects to raise the money when neoessaiy 
through b<md iteues or by increasing taxes to replace major losses. 
Obvioudy, this plan requires either ample free bmding' capacity, or 
the d>flity to levy sufficient taxes to raise such funds. A nmdber of 
State gmrenunMnts have adopted a self-assun^ risk fmttoni for State- 
owned odlegee and other institntitmal buildings. It should be pointed 
out, however, that in such cases there is a ocmsiderable^read of risks 
jaiul that there is a diversity of property holdings Trtiich could not 
be teM with smaller school districts. Past experience to in- 
dicate that States do have ample resources to handle such re- 
placraMnts, but past experience also indicates probable delays in 
getting State au^orizations and appit^riaticms of funds for such 
replacements. 

There is dill another pattern of self-iranrance. This plan is now 
followed in several States. Unde^ it, the State spmisors and pro- 
vides a staff mmnbw for a cooperative type of insurance for school 
bui l d in gfr—and in S(nne instances other puUio Imildings. “For the 
mort p<ut, t^se are sdf-mppmlii^ oofqmradve insurance enterprises 
with knes and exp«isee paid frwn premiums by contributing mem- 
bera In a few (Asos, ti^se ooi^pej^ve orgraizmioiis purchase block 
oovertige to protect agidnat excess loesee, a^ in at one <mse, the 
State cune to the rescue in an unusnmiy large lose in order to hdp 
preserve the ooop^ative pattern ^tlumt requiring exoeenvd^ Ivgo 
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raeiTes. It is not the purpose of this disoussiesi to rec<»nmend or 
to criticise such (^perstive arriuigem^ts. Soim of them haye ex- 
isted for nearly e half o^tury, while scmie <^hers are more recent in 
origin. States which have such plans claim that are eooncmi^, 
while some States that do n<^ hare tl»m, as wdl as certaiii insnrmu^ 
nffinialft^ question the economy of stKdi pxx^pnmas. 

Regaidleffl of the procedure used, lo(^ boards of education do have 
an obligation to provide protec^on, gwimtd ovwm^t, and manage- 
ment services for the school district’s business affairs whi^ have 
been entrusted to ^eir <»ie. Likewise, sdbool bcwrds have an <^liga- 
tion to protect dmir districts •again^ danu^ rails in those Stat^ 
where staiutoi^ provisions, ooxut decisi<ms, or precedrat than 
liable for damage to the property of the public, or for injury to, or 
d^th of persona of the public. 


DEVELOPING SCHOOL BOARD POUOES 


r 

Several factot^ help determine the school IxMUil’s pn^ectimi 
pohcies. One of th^ is the siae of the sdiool di^d. As indicated 
previously, (me of the basic principles of insunuMm is to dirtribute the 
risk. If school districts are extensive in ara^ in sise, and in weal% 
the risk may be sufficiently distributed so that the replMement of a 
piece of propoty lost through fire or othowise mig^t nd require mudi 
effort cm the part of Uie distri<^ Su(h r^laoraunt might be made 
fnaa currrat or oUiw available funds. Oa Urn (^hor huid, small 
districts having few school buildings and scm^iinee having tl^ avail- 
able bonding cai»city already (hli^ted to Urn limit mig^t find Urn 
replacement of school property very diAsult unless funds are made 
available through insuram^ 

Another factor might be the huh of fluidity of school district funds. 
RephM^nmnt heeds may be inunediate, while the procedures for ol^ain- 
ing funds, th<m^ availihle, might be so ocnnplicated that there wcmld 
be oonmdorable ctelay in securii^ replacanent of needed facilitka 

Another kcter that enters into (ktermining bmwd poUdee with re- 
spect to iimuring sdmol property is attitude of the people. Boards 

recognise tlm fact Uiat ^ petals expect tiiem to proted tl» dktiict’s 
interests. Even though some peqple may object to tlw amcmnt of 
taxes levied, boards often feel Uiat it is [nefend^ to levy racn^ 
taxes to cover essential insumme proniunw rat^ than to omit m- 
snranca protecti<m and risk Uie need fmr mking the district to vote 
b(md ksues, or to rabetantiaUy imnmtse tax rates, to do both, in 
order to secure funds to cover replaoonrat of unproteded kissee. 
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A fcmrth fador that most be studied and uialyzed in 

detenn inin g board policies is tiie pnrpose ^r which cotu^^ is pur- 
chased. Some coverage may be pon^ased again^ loes^ through 
miwnanigMaMit rathw than through adamity. For example, smne 
ii^urance policies of the fl<^U»r type may be applied to pn^)erty loses 
such as loss of movable instruments and l:^d uniforms. In smne 
such sses it may be prefextdile to give more attention to adequate 
propwty managsuent than to insure sch it«n i^inat los. The loss 
of a few minor items prol^dily would not be a severe blow to the 
distrit^’s finances, but the piocc^ng of each claim for min or It^es 
throu^ the insnring compuiies involves almc^ as much cost to them 
as Um piXM^snng of major daims for major lo^^ Therefore, the 
gei:^iil welfare of Uie district mig^t be adequ^dy protected at mudh 
lees co^ to the dk^ct if insurai^ coverage were applied primarily 
to majmr 1<^ po^bilitiee or to major ri^s whidi might invdve sul^ 
^ ntial di^rict financing. This will be touched on again in discus- 
el^ imnrance polkues with dedudible Adores. 

In ertaUidiing the bc^rd policira in r^;ard to insurance covnage, 
boards will wmat to ccmrider the f or^mng tectma, and they probably 
will want to make a study of finances of thdr di^cts in coder to de- 
termme wl^lmr or nc^ purchased prelection is ^sible, and if jac^ to 
what extent, wh^h^ partial or tc^ self-insunmoe is practical, or 
whdher it k desirabk fc^ their dii^cts to a^me the risks. Then, 
in Ugfat of tike typos of rmks, tiM pndNhle extent of such ridks, and tiie 
ma xim um posnble damage chum thid mi^t be anticipated, beards 
are rrady to ertimate the amount of a>verage that tiiould be purchased 
for each type of ritic. It is ne^ alwsys msy for them to determine the 
exact amount of coverage to purchase on nonproperty risks, but since 
it is not difficult to establish property values, it is uraidly ea^ for tiiwn 
to ei^aimins the amount of emv^ige to carry on phydeal propmiaes. 






Chapter V. — Developing the Local 
School Insurance Program 

THIS CHAPTEK will be devoted to a discassiim of ^ool bcNurd 
procedoree in devdoping uid admini^ering the local sc^od insurance 
program. Major eloimits in these procedures indude: (1) Hadng 
reepcmsil^tj for theschool insurance pit^[ram ; (2) designating risb 
to be coveiwl; (3) determining anmunts of cwverage; (4) semiring 
lowed; premium rates; (5) seUing up the prc^rmm ; (6) seleding the 
carritts; (7) spr^dihg the risks; (8) d^nbuting^ Imdness; (9) 
keying adequate records; (10) reviewing program ; (11) nuddng 
daim sedtonents; and (12) raoiganising die progivn. 


PLACING RESPONSIBILITY FOR THE SCHOOL 
INSURANCE PROGRAM 

' X , 

Legal auduHitj for loqd «diod adminidratkm m geiMfaU j veded 'i 
in local boards of eduntion. In nwst cas» tlw superintendent mid/or 
fomneffi managm- sNre as executive oflfoers to dory oat b(»rd pdkies 
and regulations. One of hk cm* dwir reep<ra9Mlitie8 is that of m 1~ . 
minidering the iimraiu» affairs of ^ school didrid. In laige 
aofaod SfdemiB an assidant adminidrator may be asdgned Um ta^ 
of directing the insunnce pit^ram. Begu’dless of how it k han- 
dled, final decisions on school insurance matters are obligations of 
the board. For additional advice and assistance in administering the 
school insurance program, the local board may wish to consider one 
or more of the following suggestions: 

1. The board may appoint aa ioaurance an p er ila or who abpnld wiatatii 

adequate recorda, reeomm«MS eorerasee, and orcanlae the |^rogram under 
tbe pattema end dlrecUona eet op by the board. / 

2. Tbe board may wtab to appcdnt acwie local acait to advtoe on lau ee dnr e e 
and to a«ve as a Ualami cMem in toee oi loaMs. 

4« • 
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3. Tl» board may wlidi to ose a nmadttaa <rf tba tool laanraan Acrntta* 
aiK>datioD to adrlae <ai latx^dtirM, ,coTa-ag», and Iom a^tlmii^ta. 

In all caaes, howeyer, final decision m types of coverage, amounts 
of (»y^age, selec^on of earners, and allocation of basins to local 
^Mita is an obligation of the b<»ni 


DESIGNATING RISKS TO BE COVERED 


Since final reepcuisilHlity fcff Um M^bool di^rict’s insurance pro- 
gram rests with t^ local board of edmsation, the board will wapt 
to give amsid«»tion to the proWem of detennining what risks 
need to be covered to prot«A Uie distaict’s properties and finandal 
nseouroee. On khim types of rmks, beards may feel that the hazards 

80 gr^ that fuUmr maximum coverage should be purohased. In 

th^ may feel that risks are tfi^t and Umt losses might 

be nominal, and hence fuUoovwage may aJbrequii^ One prob- 
lem that often puales school c^dals involves an area where ksses 
are rar^ but such losses when they do occur might be of the calamity 

“ roch cases local boards often plan to carry full covwage 


to detmmine the types of risks to be covered, schod boards 

mU ne^ to have assembkd daU on insurance co^ <m loss hist<Hies, 

wdjm loss ^08 for the types of ri^ bmng considered 

boAkeeping as mig^ be antkuiMtted. 
^ I»tteiii to iktamiim which 
nazaittomig^ be eliminated. In some reses a change in the type of 
oore^^y prove adequate and more ecwKHnicaL It idmuld be 

▼wy from sclmd district 

to 8^ dmtnct, ami m di^r«rta wlmre the 1 ^ is ocaadmed s^ 

to assunm the risk ntbmr than pay the insurume 
F« mstsmse, smne distend may have a kmg hkt«fy of no 
A^and hi^ may not firi the Med for theft Other 

diMri^ nmy have the need for theft insuranre for emfoin buildings 
andfwa hmitednmnbwofitems. As in fflustratkm, some distrusts 

other of eqnipmant, ^lile oth« dadiots msy^^ nec- 

▼•ot, the sifeotimi of rido t<^ ^ivwed is a taA reqmrmg an anahra 

tridwopscify toabsmh uninaired bpws . 



48 ^IHOOL INSURAKO 


DETERMINING AMOUNTS OF COVERAGE 

Since it is sometimes difficult to eviduete <^rtem types of n^s, it is 
not always easy for bc«rds of educatioa, to d^ennine ^ amounts of 
covMuge that should be carried fw ea<ffi of these types of ri^ In 
general, property and fidelity risks are not too di&jult to evalaate, 
but in the weas of liability, casualty, and social 8Mri<» cowage, 
there are few establi^ed criteria. AutMiobile insurers have e^ab- 
lished norms for automc^ile hazard insuruic^, but the lai^ of Itmg* 
range experiwce and the indefiniten^ of sune State laws uid r^ula- 
tions concerning school dirtrict liability in tort m^e it difficult to 
determine whethM* and, if so, how much coverage the di^ric^ ^mild 
carry, S<Hne districts purchase no liability <^verage on the tl^ry 
that the district has no ^ed liability,; purchase partis liability 
protection hoping ^hat such average will protect them against (xwUy 
and troubl^me lawsuits; others buy liability protection expecting it 
to cover all claims. A similar situaticm exi^ in it^rd to casualty 
and accident insurance. In each case where boards do fmrchase mtlMr 
casualty or liability insurant^ they usually an arbitrary amount 
This may or may n<^ be supported by experimce rtudies. 

Likewise, school boards have no valid experience to guide them on 
the amount of social service obligations the district should assume. 
Such dedsicms murt often be made as a matter of local pcdicy ud in 
light of ccMpp^ition from other local emplc^ers. Wb^her a school 
district should purchase sickness insurance, hoepitalizati(m insurance, 
or provide life insurance for district employees is not a matter to be 
determined here. However, if school boai-ds do make such purchases, 
they will need to formula|e a policy relaring to such pnrdiases, and 
this policy should be made in the light of dirtrict finances and other 
lo«d condiUons. 

In mtdcing a decision as to the total amount of protection needed 
for physical properties, boards of education will want to take into 
oonsideiwtion such factors as: (a) Insuralde vaJuf^ which may be 
asoertained’by appraisals and inv^tori^; {b) local policy; (o) local 
financial ability; and (d) l^al requir^nents, stM^i as State laws, 
State board of education reguladoi^ and insurance ccmtitu^ 
stipulations. These factors will be discu^ed in tlM following 
paragrapha * 


Insnrable Valaes 

One of tl^ basic prindplei of insunmte is Uiat the polit^holder 
should not profit as tlM reaUt of im 'insured propariy loo. Tiis 
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pruidplft, eetablidMd to di^xHinge willful dertrudim of iiwured 
propwtj 1^ owiMTS, 0{Mwtes through IIm oonoept of mdeomifi<^(». 
That is, with certain excepti<»8 wUdi will be distmased l^w*, iosur- 
anoe ocxnpanies are n<A required to {my more for im inured property 
los than it wcxdd ooirt to re{Mur duiage or to replace tlw prc^ 
erty in exadJy Uie same condition as it was at ^ time of the lo^ 
aseuming that insuranoe eorerage is sidlcient to pay this amount, 
but in no event will th^ |my more Um amount of (K>Tera4«> 
Adually, many insurance oompaniea reserve the right to replace 
damaged parts “stick by stick and rtone by ttxme” jurt as th^ were 
before the Ires ooOTrred. In dhn’ words, poU<^lmld«e are supposed 
to be indemnified for adual loss, no more. Hmefore, boards of edu* 
reUon will want to insure their school |m(^)erde8 for no more Uian 
their inmrable vduee. These rea bf ertafalidmd by i^)prai«ds and 
tnvMitreire. Fre nouproper^ risks ireurance coverage is ddermirad 
by attempting to evaluate Um ri^ 

APPRAISALS 

S<^ool building apprainlg may be made by cmm of sewal groups, 
such as by: professional appraisal firms; oontradres who have had 
(^editable experience in the building of K^hoole; sriiool plant ^>ecial- 
ista in State de[Mrtments of education ; school plant architects ; local 
officids or representativee of two or more of the above groups 
working as a team. 

If tlM building is of recent vintage, infonn^aon on originid cost 
may be of gTMtt value in making an apprairnd. Such data ah(mld 
include the originid oort of dm pn^)erty to be appraised, giving a 
breakdown of the total oort of the building with reflect to 

arohiteri.’s fees, c^lwr planning and mpervisory toes, general ocm* 
strm^icm, plumbing, Imating ami rentiladng, dec^rel, and equip- 
ment 00^ h^ieth^ with tl» date of ocm^ruc^on and Um dates of 
majm* remoddfing and additions. 

If valid lecmt data in tl^ee areas uw availalde, <me n^hod of 
sppraimd would be to ts^ toe original oo^ of the buihiing and 
apply indices of cmnpurative costs to Inlp d^ermiim cnrr«it replaoe- 
muit 00^ if ere< 4 ed is” umi^ ourent oo^ kvris; thm deduct 
few de^^atitm to get present worth; snd toeo iir reder to get enr- 
reut insurable vym, deduct tor iKmburnatde that wcmld not 
have to be r^laoed if the building ime to be de^t^ed fire. 
Nonbun^Ue itaas include excavatkiM, tootingl^ touiklatimm, piping 
below toe lowest bsaemwit floor level, undergyound storage tanks, 
tanks, snd fld)^ if imfioded in origiMl 00^ 

When tlto inrorabb value has beoi det^mliMd, this value can usu- 
ally be adjuted for aevnral years by the we erf boihiing cost indices. 
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Since building co^ do ncA ruoain it is oftn neoi^ry 

to sd jutt pUtM, Mther upward or downwMri, soonding to ukIax. 
For the past several ymrs, Uiese indkes have rian st^dilj. For 
example^ one general imluc of ooi^ro<^(m oo^ stood at 536 in F^n- 
ary 1959 (4#lS base equs^ 100), aul thb imks has riaw from 544 
in 194B to the oirreni 5M. It is obvku^ t^reftMe, that a build- 
ing ccff^ructed at the p roocn t time of Uie »qw matwials and m t^ 
same pl4n as erne OMistnKAed in 1948 wtmld cort about 56 pwoMit 
more than it would have oort in 1948, 

In mort cases it may be found more desiraUe to use o^er uMms, 
to d^ermine current replaoramnt oorts. By replacement oort is OMmt 
the amount of money it would take to reWild an exiting t wilding , 
using the »me plan and the sum kintfe of uydoiak as wue Med 
for the original Iwilding. This (X)rt may be (Mermined wng 
Urn appraisal technk]iM8 and methods wiployed by «mtra(4ors when 
they pre)>are bids covering sdiool llik UMlwles all 

materials, labor, anticip^ed pre^t, oWlMd, and ccmtinguit (»ita 
Another method of determining replacrairat co^ is by az^<^ 
where cost data of similar buildings erected rec^tly and under 
similar conditions are as a basis for ertimsting r^laooMit 
cost of the building in qt^tion. This n^hod U oftm used by local 
dSicials or by a team emnposed of the superintMukiit and w1k> 

are in a position to know sexx^hing about school planta. State dejxut- 
ment of education sdiool plwt cenralUmts ^mSy have mirmt ^ta 
on school (xmstmetion costs for comparable ImildlngB the Stata 
Appraisal teams often cm such data Ln trt^diihing rqtlaoeixmt 
co^ AnothM* method b to adc oontreri<<»8 m familiar with 
building values to help ertimate r^laoeo^t coek and prMMit wmrth. 

BcgardleeB of tlm m^od, it is usually deemed prt^xmle to ertab- 
lish current repla<»xmit (kpreciatc f<v Ubm umd Ufd wear to 
get present worth, ^d dedi^ ezeludaUe itn^ to get inurmUe vidw. 
Then determine thf (ksired oo^rege. — ^ 

Depreciation imuib Um kas of tsIm to phym^ pit^M:^ whkh 
occurs over a period of tinm in spite of r^Nun aik maintwimce, 
however adequate they may ba. The fi^ of d^ueiM^os ior a^tol 
buildings will vary with the ^pq of oaoB^ii^km, tiw ^pe and 
of maintenance, and peih^ to smm eirtMit with the type of treat- 
meat they have reomv^ by tlMir ooM|»^a. 

A ocnnmtm pnu^ce asKM^ appraisa] fir^ m to asriga a d^e^ 
tion rate of from oae-half to 1 pmont each jmr hu* fiie-reiAdive 
buildings, from 1 to S percent each year for brick h oiMIng^ and ^ 
from 2 to 3 percent each yw veneer and frame . 

with a maximum depreciation jp^Mr of SO percent for all types 
oonstruction. School officials ^ not generally agree with ibis piec- 
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tacSi. T^j point out Uu^ fdiool Ixdidmgs, as cxmtra^od with indus- 
trial propsrty, may hav® a ^fol life of only 50 to 60 3 ^aia. Th^ 
feel, t^nfere, ^lat a higfaor rata of ammal cbjnadaticm running 
up to p«n»it for fire reaiMir® emd to 2 dr 2^ p«tmt tn ordi- 
nary slnmld be used. Insuranoe ixHupanke mate no 

a grew Mot with respect to (fepredaticm, Imt oftm acceprt d^reeiation 
rates de^<^>ed under tlMe {Mttuns, It ^uld be pointed out that 
sriaight-liiM ^)reciaticm nites based on r^ilacttnait costs may rapt 
resent Mch year an incr^ring pencmtage of the eurmt presmt 
worth. 

It may be (^ermined that ^ replaoMnent <x)rt of a (Muticular 
building which was (xm^nM^ed in is 1^,000. Asmming that 
the annul rate of depteciadtn ^ thk tmilding has beut 2 pwtmt, 
the Utel depreciation fe<^ for 10 y«ue ^nmld be ^ pwoeot, whuh^ 
wIm appli^ to l^yOOO, wcmld a^xmt for $100,000 in de[»eci^on. 
This wcmhl gi^ a preamt w<»th of $^X>^00. Ihen, it is prtdjable 
tJMt tte eo^ of exdackd itMU, swdi as those prericmriy nMitioiMt^ 
wtmld be abut ^l^WO. If this aoKumt is tubtoa^ed femn the e^- 
mated presmt worth of the Ixiildinf under emuid«ati<m, tte remun- 
ing amoitot, or ^169,000, will be tte uwuraUe of tte {NutKofatr 
building. 

INYENTOUIS 

' CSosely r^teed to ^»pnuMl, inraraiM^ purposes, is tte in?eat<u7 
of ths etmta^ of l^ihlin^ In the matter of claim s^eoMita, 
where omduto hare been insured and losses occur, inrentoriee that 
are up to date are as impotant as apfnaisysi An adequate inrsB- 
tory systMU is one that provides data on the quantity, the cost, the 
age, and the oomlitiaii of ea<di type of equipsMnt used a erimsL 
A nmning, popetual in^ntoy, aiinilar to that which is ued ly me- 
diants to (fetanaiu valu of stodc <m huid, may be worth vHiife 
fw s^xd utteriyes 

In a pM p eti^ reocmd of ths caitoots of sdiod Imildmgs, 

Imwevir, it mutbek^ in mind that eqnipmsit, like building^ ^ 
predates in Talne, but tte rate of de|uwda^» ^ eq^masot is some* 
what hater than ths rats of flq»e<^tion hr bnikiinga It ki almod 
imposdbte ^ sst ^ a d^Ewedatem sdisduk for eadi separate ttem of 
sqm^m^; hsaBan^nrMmsewipanisi wffl accept ares nonahlsaAsd- 
^ copsr^ idl ksms. Onean^sAedidssagpBlsa 

d^te^dknr^f^ipw^^ssdiyearfnrl4yian,resohi^amaKi- 
nmm^jgidadoaolliPpsloi^dttriagtlMitpwrfod. Under ttsi fdan 
the is thm heU ssmteat at SO psrcMit of ths orighud ood fw 
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Inventory records, if wasu^d by a fir* that d^royi a ImiMmg 
and ito ooo^ta, are of no TaltM in nuking KtUe^nta with inmranoi 
companies. For tiik vmmn, school trials will want to keep 
retards in a «fe pla«. This may 1» aw«npliab«i by rtoriiig them 
in a fireproof vault or by providing two or three copies of »oh inven- 
tory, with a «^y of each rtored at two or three differmt looatitaa. 
Unless lo<»tad adja^it to each other, it is imprt^able that the two or 
three other buildings where th^ retwds might be rtwed would be 
des^yed by the fire. 


VALUHJ POUCY LAWS 

Several States have what are known as .valued laws which 

l^)ply to inBuranM oontracta. These rtatutee att«npt to plat;* the re- 
sponsibility for determining insurable valuM on officials or reprwen ta- 
li v^ of msurance compani^ rather than upon the owners of proper^. 
Some insurance c^ials «mtend, and in some casM the wurte have Iwld, 
that tl» providma of tl» insurance «»tract rapMsede thm rtatut^ 
At any rate, school cAcials in States where valu«l poliOT laws are in 
effect may wirii to diamine wl^ther amrt decimms have Kippoted 
the valued policy law. In any event, it appMrs that loe*l school of- 
ficials will want to know the insurable value of their properties in 
order that they may limit insurant prmniums to the uncmnt of oov- 
erage they may expect to rollect in case of a t(^ Icm Sdiool <4- 
cials usually feel that they are cm Mfe grcmnd if they have rmscmahle 
apprai^l estimates and insure on the Iwsis of detwmined inmrd>le 
viUues. This is particularly triM in instaimeg where coinsurance is 
used. 


Local Policy and Local Flnanda] Ability 

Having arrived at insarable valoM admcd properdet, kxal 
boards of educaticm ^ill want to establish t^ir own policies and 
regulations as to the ri^ th^ wish to cover, Urn amcmnt of «>vwage 
they wish to pmrchase for those risks, the rbks th^ wish to asraiM, 
and whet^ or net tl^ widi to use CMnraraime as a {^t of t^r 
insurance contracts. By md large, locml policy may be fairiy wdl 
det»miiMd fm* tl» boiutl the diitriet’s fin^dal al^ty, hf tbs 
size of kx^ di^ri^ iddtiMie of tbs peopki, and 1^ tl^ 

purposes iar which oovwagee are purchased. 

If a dirtrict is laige, is quite wealthy, and has a oonsideraUe 
bonding (opacity, it may wish to assume a cemmiferaUe ummnt of 
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the dirtrirt’s property rL^ on the ground th»t rwourroe are rwwiily 
available for replacing deetroyed property if low should orour, In 
addition, it may be felt that there ia a sufficient sprwd of risks to 
justify Belf-awumption of many of than. On tlie other hand, if the 
diMnct ifl either large or mall, u quite poor, and has little or no 
bonding capacity, wdiool officials may fwl that no major risks can be 
awum«<l by the dirtrict without endangering its finatK*e and its 
credit. In such ca^«, school offirials may want to be sure that their 
district ifl fully pr^ected againM major lowes. Re^rdlcw of whether 
Uie dirtrict is large ami wealthy, large and poor, snail and wmlthy, 
nr snail and poor, m'hool b^rds may want to consider various forms 
of dediwtible coverage for buildings, rontents, automobiles, buwe, 
and trucks, or they may want to ronsider only partial rovej'age for all 
typ« of riflfa, or they may want to ronsider romplete wiverage for 
some riflto and partial or no roverage for other risfa. Thew are 
quwtions that can be answered by local boards of wiucation only after 
they have made a careful study and analysis of their own situation. 
Howew, the development of a local policy which can be defendwl 
and followwl in adminirtering the insuranro progiwm is much more 
desirable than the purchaw of insuraru* on a haphaaard, poorly- 
planned, indefensible Imsia. 


Legal R^pujrentfjitg 


Another factor which may play a part in determining the amounts 
and types of insuran<» coverage which should be carried b^ local 
»ihool districts is that of l^al requirements. Proviaions of State 
conrtitutions, laws enacted by Stale legislatureB, regulations of State 
boards of educaticm where thwe r^ulaticnu have the effect of laws. 


and stm^imes ordinanros and r^;ulatoiy measures of local governing 
bodies may ma^ the purchase of rortain typw of insurance mandatory. 
Some States require local Ix^rds of edowdion to carry property, liabil- 
ity, wtvkmen^ oompezmtion, aroideot, and fideli^ and surrty in- 
suraiKe. Other States may r^uire no insurance covwage of any kin d, 
and in fa<^ some States may prohibit the expenditure of school funds 
for umuranoe. Wherev«* thwe are l^;al requirttn«]|ta— State am- 
stitutums, ^atutes, regulaticms, or local ordinances — w^cdi make «iy ^ 
type of inraraz^ coverage mandatory for local echoed dirtri^s, bemrd JK 
axnplismoe m iMoessary. ^ 

Hiere is anedlM: leg^ i^pect which may omse local bemrdi of educa* 
ti<m to oirry specified amemnts of arverage cm certain typies of liskB 
provided they deciefe to insure agaii^ Umss rides. For example, 
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if Inilder’s rak iiwiraDoe is parehMed in manj oowtfc 

miM be lOQ^pen^t of the iztfnmM« value. C^tain of UankM 
polidee require eitl^ eppli^ti<a of IIm evmge duM.w the 
use of Um coinsurance datue. A nuve lo q^lanaijftn of co- 

insurance wiU be given In a Ii^ wetAm of thk chi^te‘. In mih 
cases, local boar^ maj to miry pnrwatagw of 

iuurablo vakw. The nuw is trw undw anj oMiunranoe program. 
In such caaeo , tim (ksirod peromtage un be eitahl^M 1^ Ute board 
of edw»d<», mt the iraoraiwe ocmfMnj. oondlticns of ^ w- 
inmranoe dattte, whm <»oe it has ben writtn into the iMuranse cn- 
tracl, ehould be cheerved, else the board ma j beome emnsurm to tim 
extnt of its failure to iMd the terms of t^ To do other- 

wm might oume Um kImoI dartrid to be pnaUsed if a kas oomn 
to innred prc^wty. It m well to remembw, tiierefore, that t^ 
inraranoe contiad u a l^al (kKUii^ut, and its tena maj be nfMtwd 
1^ eitlmr partj to the otatracA, 



StXmiNG LOWEST m^IUM RATES 


IcK^ beards of education have placed Lite rw^ ww«ihi |Hy for 
administering the school insurance program, aftn they have desig> 
nated the risks to be covered and d^ermiimd tlA asumnt of oo^wage 
for Mch type of risk, t^y will want to purchase innranoe id the 
k>wert poenbk cnet so l<mg as thn oo^ u ooa^bmt with an sik^qa a te , 
safa, and defn^l^ iimimime program. In boom nsea, boards of 
edimatioo take certain inexpnmve {MeeaotkxM that will effeiA 
oooiKHiy^s in iiwiraiKe costs. 

- Tla'mannar in which sudi eomminMe <an be effeded wiUbede- 
tonninedlo a great extent l^t^ type of coverage and the type of nA. 

^ It is n<^ &amUe to ^umerate Imre all of the ways by whidi the eort 
of nch ^pe of umurtume can be redooed. A few illntratkxM d»w- 
ing Iww the oort of We vers) pfpn of oowage am be rsdiiced ma y be 
of value to local sdswl autfejritin 

With req>6(^ to fire umriime and allmd comages, it 
found that redudiems in premium rates may be senred as feUowa: 

1. me orfuQnaee d^me wi^n a aOp^tkm 8» p e re e at («w am) 
covmse to raliie can reduoe praBlna retae bv aa mci am W pereeet 
niul«- certeln condltione. 

2. Drias tlia S-v«ar or toe 5-^r tern maj effect wortoitolte Mvtecs ae 
eoBtoared wtto toe 1 year tom 

a. (^aarifyiaa all entoti ot a Used and perBaaett utaie u a put et 
toe bo lldla s ratoor than aa eenteete win redaee h>« 

rata for ooeteati Is faBeraUr toaa toa imto ter K wmuef 


ERIC 


DITK^TOTO fCT LOCAL FSOORAM 


55 


4. iMaUattae vi Br» Kjvt^ui ud of ftir i«tN«eUT« eqalp- 


with pn>}>er M-rlo* and i^iptwMitWH*, irlll «*ra owUta « ladlrldtu! 
b a Udln g rat»g aM Uwtfart brlsc abcwt ■ mluction la inmnnes cwta 
£n- the |«rtfcBlAr MkOnci th<^ ta^<Uaa<wM hav« bem ouda 
A fcdo^]^ e^M Italrvan. eotwing attie opening rapaljloc edllng crmcka, 
tuolattoa sader More*. tutaUlag pUoC Ughu wber« 
o—dcd. a^ iloc 4 ri c dmdte ^opMij f^»d maj «•»» aatimable 

aaomtiis tt« iMumaea ooMa 

R. tha ^nufA f aptryf (vmrtleM In Bcbool planhi and iNwreoUat the 

aerBmalattM ^ rut>M»b in ban^Mnto aitd attln and onda* ■talnraj^ anaa 
wiy aomn^ eoatfdMahte ■H^a In InaoraMw ooAa 


ajawiMi. 

1 AMtiv an a^ toraacw t w^n the eoiomraM» daoM la OMd 

will permit the dMzki to Mcloda the ccat ^ urhumahU* lt«n« for 

the porpMw ot datwlnlng tha auumni ^ cwwai« rfiqalrnd u» mart the coo- 
dlt^M of tte eol^Mranoa rtana and thoa Mrlofa ^roo^ redtx>rd 

aiMata eoranc* 

ft Makti^ now that cwialB aqvl^owt tnmrod .oodM- fira policy 

ara not a too Lnanrad under floater polleiaa wLU rifect pavinga ihn>uch 
aHwlBaHae ^ di^laite p cacti qm paytaecu 

lOL Cifa^ armaca, If U U avalUMa, will rWlut-e pramlom nwte. 

IL liakh^ patio^ on the flra j^otectloD cteaaUkaUoc of dtlM and 

othar aroaa aajr rawlt in eo^dcrabla In ftr» Inanranea 

coate, ai»w a h^tor cte^flMtkn of a i^MraUj tortaca about towar 
InnrwMw ratea. 

TT^r# ETB n^hoda which fire insur^oe rates may be 

reduced, but foregoing li^ will give the r^der an id«a as to fion» 
thin|^ (M be doM, at very little cost to the school dirtrict, to 

reduce fire inaoranoe rates. 

It k proMik that loww ratea on auttxnt^ilee and schooibus in- 
suraiMse may be olAaiMd if — 

L Propely ^i^rad ai^ <^ail«l qwcd^dOM for aotomoblla ami aebool- 
bs eorarafla ara each l^nranos acei^ that may wUh to 

Md oe tha attotooMto a»l boa l^^raace bcudneaa for Iba dlatrlct 

%■ Bach totel afleBey to torlted to aotonit blda on the antomtfttlJe and arboot- 
bm tnanranoa for tb« achool district 

ft Ftoet ratea are aa e nrad . 

4. BAo olbtto ie ara Insorad for the admd terra only, iMrln^ them aninaared 
for flboot 3 au^ha at kd year. 

ft SetoK^w drleeta ara carefally aetoetod <m Um batoa of s^t arai fltiraaa, 
sad ara dt»*«d s *>** 

ft Tha loaa axpertonce of the school district orw a period of years can be 

dhowB to be my ■nalt 

7. Itoifar dada^ito ai^nmta than t^ nmil ISO to flOO ara written Into the 
policy for eolllaloa tasaraaea ^ ' 


1 . iMrla 

redoce 



I 


56 SCHOOL mSURANCE 

8. The insurance agencies are shown that scboolbuaes are rarelj used on 
Satardajs and Sundaya, and that they are generally operated for only a 
few hours each acboolday. 

Burglary, robbery, and theft insurance rates may be reduced *by 
the use of cninsurance which is applicable to the Mercantile Open 
Stock Burglary policy, and by the use of the deductible clau^. The 
. p«inciple of. coinsurance applies here* just ^ it does with fire insur- 
ance policies, and. cheaper rat^ are offered as an inducement to 
prospective clieot^n order to get them to purchase more coverage. 
It has been poinjt^ out that it cc^ts insurance companies about as 
much to proce^ claims for small l<^ses as it do^ for more substantial 
lo^es. Therefore, if school districts are willing to assume burglary, 
robbery, and theft los^ up to a nominal amount, say $25 to $60, 
^ insurance companies naturally offer more attractive premium rates 
since claims for sriall los^ are eliminate. 

Workmen’s compensation insurance premiums are based on each 
$100 of payroll and the risks involved in the work tasks, and rates 
are generally approved by State bureaus* The m<st important and 
direct method of reducing compensation insurance costa is to reduce 
tlie severity mid frequency of accidents. This may be accomplished 
by adding mechanical safeguards wherever people work, by improv- 
ing employee morale through the process of education, and by provid- 
ing proper organization and management. School districts which 
purchase workmen’s compensation insurance, either voluntarily or 
in compliance with State laws, will want to keep records of all 
A<^idents, and they will want to determine, insofar as possible, the 
cause of each accident, so that in the future, employee and employer 
alike will know what to do to avoid similar accidents. A history of 
few accidents may permit the school district to get workmen’s com- 
pensation insurance at lower rates than would be the case if it has 
a history of many accidents. Another way of reducing the costa of 
coverage for accidents, of which workmen’s compensation insurance 
’ may be a part, is to see that there is no overlapping^ in coverage 
between sic^ess and accidqpt insurance or paid sick le&ve and work- 
men’s compensation insurance. If both or all tjrpes of protec t^ are 
&vailable and covering some of the same hazards, insurai4^^in- 
panies may refum to pay multiple benefits for each injury df loss 
of time.- Therefore, premiums paid for one of these coverages might 
' not provide added protection and hence may be considered a waste 
of funds. 

Elevii^N* insurance rates may be reduced by establishing good 
experience records. The installation of certain saf^y devices, eudi 
as cargate contacts and interlocks, will help establish good safety 
records. Cargate contacts prevent the operation of 6ie elevator unless 
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all shaft doors are dosed, and interlock prevente the operation 
of the devator nnlees the inner do(^ is dosed. 

Glass insurance rates generally quite high. Good experience 
recot^ may help to establish lower rates, but the use of exterior shields 
of wire mesh to proted the glass or the installation of wired glaw 
seem to be pradi<»l ways of reducing glass insurance costs. The use 
of shields, though pr^ticd for glas^protedion, may limit exit safety 
and may prove estheticaUy undesirab^ ^ 

Generally speaking, most other areas of coverage in jflmsh school 
districts may be intere^ suclj as powwplant, inlandniwino, and 
various types of liabihty insurano^ have premium rates tiini-. ue 
l^goly determined by the extent of coverage or by the maximum 
liability to which insuring companies may be subjeded. There seems 
to be little that local sdiool imthoritieB can do to reduce premium 
rates, and thereby effect savings on insurance cods, in areas. 

N 

SETITNC tip THE PROGRAM 


As has been previously mentioned, administration of the local school 

insurance program requires some knowledge of the prindples of 
insurance, an understanding of the insurance (xmtract— what obligar 
tions are created for the insunmoe company «id what provimons and 
prot^ons are provided for the insured, as well as the obligations of 
the insured— and an understanding of the various policy typ^ and 
policy terms that are available to school districta Most insurance 
contracts are fairly weU dandardized, but poUcy types, including 
coinsuranc^ and policy terms, only brii^y mentioned in previous 

sections, will be discuased more fully in the present sedion. 


Policy Types 

Policy types may vary with the kind of coverage, Eormanykinds 
of covera^ however, there are at lead tfiree definite policy types, all 
coming within the standard poli<^ form, namely: specific, blanket, 
and schedule. Coinsurance, a s^al ridm* or attachment, may be 
used with any of these policy fnrM 

SPEGDFIC 


Some sdmoldMtadcts use specific poKdes on specifio risks. Infect, 

there may be numnoos spec^ policies, each a different insuranoe 
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company, applying to the same risk. It is prdtMU>le thi^ each of these 
specific police carri^ the provision that the insuring cranpsny 
assumes only its pro rata part of any covered los (Mi a partKmlar 
risk. This provision is generally stipul^ed under &e hauling of 
“(Mher insurMi(»,” and its purpose is to prevait poli(grholdK^ frcnn 
ooUecting double or even triple indonnity thitMigh multiple insur- 
ance. I^e specific policy is used to cover a particular building, or 
both the building arid its contents at (me lo<^(m. If the policy 
covers both the btdJ^ing and its txmt^ts, howevmr, the am(Mint of 
insuran(» applicable to each is ^own on the poU( 7 . 

BLANKET 

Another type of policy which is used in some Statef^^ is 
known, as the blanket policy. It covers x dollars’ worth of protec- 
tion on all of a group of properti^ or risks, Imt this amount of pro- 
tection does not necessarily apply to any one property. The blanks 
poli (7 may apply to only one building and its (xmtents or to several 
h nil din g a and th«r contents at one location ; or it may apply to all 
buildings and their contents at idl lo(^ions in tlm school distri(^ 
Wherever the blanket p<dicy is used to oovw two or more properties, 
either the distributicm clause or the 90 percent or 100 percent average 
clau% must be a part of the policy. 

For exunple, if the blanks policy is used to cover a building and 
its cont^ts or several buildings and their ccmt^ts, the total coverage 
as indicated on tlm ^me of the poli(^ must eitlmr be divided (dis- 
tributed) betwe^ building (m^age and ccmtents oovotige, <mt the 
average clause must be attached to the poli( 7 . The avenge cluise 
provides that^ in the evmt of loes, the insurance company win |my 
no greater proporticm of the loss thui the face amount of the poU (7 
be^ to the stipulated poxsent (90 (»■ 100) of Um actual value of the 
insured property at the time of loss, nor for more Uian the prc^rtion 
which the amount of the poli(^ bears to the total in^irance carried 
on the property. 

Scluxil officials who use tlm blanks policy should be sure that they 
are carrying the percentage msurance to valuerequire^ by the avar- 
age clause, or that the distribution clause is incorporated in all blanket 
policies. 

SCHEDULE 

Another type of policy is what is known as the s(h^nle polioy or 
the specifio schedule poU(^. This type of policy may co^* several 
risks by using an attachment giving a schedub of the risks covered. 
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The ecihedTile lists the nune, the Ioc&ti<Hi, snd the smoont of coTKnge 
provided by the policy for ^ch inmired tAject in the schedule. If 
the specific schedule policy form is used, there will be (aly as many 
policies as there ai% (^pani^ handling the business. The chief ad- 
vuitage of the specific schedule policy is that by its use school officials 
can reduce the number of polici^ which they have to handle as com- 
pared with the number of polici^ they would need if all policies were 
of the specific type. 

Under the specific schedule ^pe of policy, the cost for «ich of the 
risks is corf^uted by multiplying the coverage on that risk by the 
rate for that risk. The cost for all n^:B is found by adding the in- 
dividual risks tt^ther, and from this toW an average rate is de- 
veloped. Each insuring company, or each agNit writing policies, 
wntM Mie policy for the allotted amount to the individual cmnpany, 
but r^;ardlesB of the number of compimi^ writing polides on the 
particular property or prc^iertaes, the same av^'age premium rate is 
used by all. The tcrtal cost is tl» same as if one company had written 
the «itire amount of ajverage, but there is an advantage in that all 
risks covered by the schedule are spread among all omnpanies han- 
dling the ri^ No company can Imve a choice of the risks it wishes 
to cover if it is to share in the business. This pliui or policy type 
has a slight disadvantage, however, and that is for each small loss 
suffered by the -school distrid, separate claims mSy have to be filed 
with each participating company. This disadvantage may be cir- 
cumvented by designating cme of the local insurance agents as the 
collecting agency for he school IxMud or an endorsement which 
allows the school board to make one report to a central bureau. In 
other instances, the individual who is responsible for u dmiTiistAr iTig 
the school insurance program handles the claims <m behalf of the 
board of education. 

COINSURANCE 

(^insnranoe, though not a policy form, is a poli<^ attadiment 
which is purchased by many school districts, discu^^ frequently 
some, and understood fully by few. In reality, this is a special clause 
which may or may not be used, at the discii^on of the insured, in 
most cases with a number of different types of coverage. In esence 
the coinsurance ocmtract provides thd the insured must carry insur- 
ance up to 00 percent of value of the risk. This percentage is 
often set at 80, but may be as high m 90 or evmi 100 percent, d^iend' 
ing upon the widies of the insured. In a few (ssee, where insurance 
companies nmy require the average clause, th^ may set the per- 
most cases the insured can make Uiis ddem^ation. 
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year. This makes it pebble to handle the business by presoiting 
the insurance problan to the board only once each jrear, unl^ lo@» 
occur or unles a new building is (xmplet^ and must be covered tem- 
porarily nnt.il taken into the acdiedule. By using the specific schedule 
type policies, and by arranging fof one fix«i expiration date each y^u*, 
bookkeeping is simplifiMi and Ixiard of education review of the total 
pre^ram is made easier. This also appli^ to the distribution of the 
business to local agwts. A simUsr pattern can be adopts by ^ 
school board for all insuranoe other than property average. 

SELECTING THE CARRIERS 

Local school officials usually take the insurance polici^ that local 
agents prepare for them without giving much att^dem to the cxim- 
’ paniee with which the polid^ are writtffli. When school officials pur- 
chase insurance pit^ecdon, they should purchase the bert available 
for the money. Commercial radng systems like B^s and tl^ Spec- 
tator Co. prepare rating sch^ul^ for the various inmirance com- 
panies showing their a^^ and giving their general rating. The^ 
ratings are avail^e for inspecdon when d^red. In selectu^ an in- 
surance carritf ,'Tl is well to remember that tlm biuin^ of the c(mi' 
pany should be nadonal in scope ; its assets should be highly diversi- 
fied ; its Ic^' experittice should be good ; its capital, surplus, and vol- 
untary reserves must be ample in relation to its premium volume; its 
surplus to policyholders should nc^ be less than its unearned pre- 
mium reserve ; and the company’s mana^^nent &ould be in the hands 
of people of unquestioned ability and cmnp^^cy in the field of 
insurance. 

Althoiigh it is not the purp<^ of this study to indicate the kinds 
of insurance carriers boards of education should select, it do^ seem 
desirable to describe a few of the major kinds of carriers in order to 
show differuK^ in thrir {Hittems of operation. Aside frmn the self 
insurance plan and the State-operated plan, b<^ of which have been 
mentioned previously, two typ«j of carriers will be discussed here. 
Them are stock oompanim and mutual <x>mpaniee. 


Stock Companies 


Like any other profit-making oig^mization whose t^>erating capital 
has been Stained front; the sale of stock, rtodc insuranoe omn^ues 
are owned by tlmir ^x)cUiold^; they opiated by botfds of 
directors elected by these ^oddmlders; and their purpose k to make 
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a profit for tlie ownMS. Sto<^ (XHnpani^ may (induct one or sev- 
eral types of insurance businesses, depending upon tlie nature of their 
charters. Buyers of insurance as such are not a part of the company. 
The purcha^rs of insurance buy insurance prot^ition from these 
compani® for a (^nsideration known as a premium. 

Matual G>mpsnic» 

Numerous types of mutual insurmiQe compani^ are doing busineffi 
in the United States todsy . Many of them are corporations, chwtered 
and opera|ed in a manner quite amilar to stock compameb, except 
that ^ey H*fi 1^ their policyholders. ' In other words, the 

policyholders are' not only the insureds but also the insurers, ^ey 
are genwtdly o^ratM by tx»rds of directors elected by the policy- 
holders. Profits from the busing accrue to the poli<yholders. Like 
stock compani^ they may conduct one or several tjT®® insurance 
businesses, depending on their charters. 

Other variations of the mutual insurance (»mpany indude those, 
which may not only charge their policyholdera the full premium rates 
on ridm which they assume but may also call upon these polipyholders 
for additional assessments if the company’s income has hot met its 
operating expms^ and its payments to policyholders for leases. 
Sometime Uiis additional ass^ament is limited to a tim^ the annual 
premium and sometimes the amount is unlimited. In other cases, 
such as hmne mutuals, the only charge to policyholders is made 
thron g ass^smenta Th^ ass^ments provide the operating capi- 
tal and loss payments for such companies. 

School (^cials will want to know whethw th^ have the right to 
purchase insurance frtxn mutual ^mpanies that i^ue a^es^hle poli-^ 
cies, and particularly wh^her they have the right to purchase policies 
from oomi^niee that issue as^^sable polici^ having unlimited liability 
for the policyholders. Some States quration the authority of boards 
of education to insure with companies that issue a^^sable policies, 
either limited or dhlimited. The reason foif this is that if sneh 
companies had to [Miy a (^tastrophic loss, eadi policyholder in those 
compani^ indnding boards of eduction, might be thrown into 
bankruptcy or insolvency in an attempt to meet the assessment. 


SPREADING THE INSURED RISKS 


As has been indicated, one of the l^sic principles of insurance is 
that all insured risks be spread, anMmg several cmnpanies. Ixxad in- 
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year. This makes it pebble to handle the business by presoiting 
the insurance problan to the board only once each jrear, unl^ lo@» 
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school board for all insuranoe other than property average. 

SELECTING THE CARRIERS 

Local school officials usually take the insurance polici^ that local 
agents prepare for them without giving much att^dem to the cxim- 
’ paniee with which the polid^ are writtffli. When school officials pur- 
chase insurance pit^ecdon, they should purchase the bert available 
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tator Co. prepare rating sch^ul^ for the various inmirance com- 
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untary reserves must be ample in relation to its premium volume; its 
surplus to policyholders should nc^ be less than its unearned pre- 
mium reserve ; and the company’s mana^^nent &ould be in the hands 
of people of unquestioned ability and cmnp^^cy in the field of 
insurance. 

Althoiigh it is not the purp<^ of this study to indicate the kinds 
of insurance carriers boards of education should select, it do^ seem 
desirable to describe a few of the major kinds of carriers in order to 
show differuK^ in thrir {Hittems of operation. Aside frmn the self 
insurance plan and the State-operated plan, b<^ of which have been 
mentioned previously, two typ«j of carriers will be discussed here. 
Them are stock oompanim and mutual <x>mpaniee. 


Stock Companies 


Like any other profit-making oig^mization whose t^>erating capital 
has been Stained front; the sale of stock, rtodc insuranoe omn^ues 
are owned by tlmir ^x)cUiold^; they opiated by botfds of 
directors elected by these ^oddmlders; and their purpose k to make 
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a profit for tlie ownMS. Sto<^ (XHnpani^ may (induct one or sev- 
eral types of insurance businesses, depending upon tlie nature of their 
charters. Buyers of insurance as such are not a part of the company. 
The purcha^rs of insurance buy insurance prot^ition from these 
compani® for a (^nsideration known as a premium. 
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Numerous types of mutual insurmiQe compani^ are doing busineffi 
in the United States todsy . Many of them are corporations, chwtered 
and opera|ed in a manner quite amilar to stock compameb, except 
that ^ey H*fi 1^ their policyholders. ' In other words, the 

policyholders are' not only the insureds but also the insurers, ^ey 
are genwtdly o^ratM by tx»rds of directors elected by the policy- 
holders. Profits from the busing accrue to the poli<yholders. Like 
stock compani^ they may conduct one or several tjT®® insurance 
businesses, depending on their charters. 

Other variations of the mutual insurance (»mpany indude those, 
which may not only charge their policyholdera the full premium rates 
on ridm which they assume but may also call upon these polipyholders 
for additional assessments if the company’s income has hot met its 
operating expms^ and its payments to policyholders for leases. 
Sometime Uiis additional ass^ament is limited to a tim^ the annual 
premium and sometimes the amount is unlimited. In other cases, 
such as hmne mutuals, the only charge to policyholders is made 
thron g ass^smenta Th^ ass^ments provide the operating capi- 
tal and loss payments for such companies. 

School (^cials will want to know whethw th^ have the right to 
purchase insurance frtxn mutual ^mpanies that i^ue a^es^hle poli-^ 
cies, and particularly wh^her they have the right to purchase policies 
from oomi^niee that issue as^^sable polici^ having unlimited liability 
for the policyholders. Some States quration the authority of boards 
of education to insure with companies that issue a^^sable policies, 
either limited or dhlimited. The reason foif this is that if sneh 
companies had to [Miy a (^tastrophic loss, eadi policyholder in those 
compani^ indnding boards of eduction, might be thrown into 
bankruptcy or insolvency in an attempt to meet the assessment. 


SPREADING THE INSURED RISKS 
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sorance ag^Ksies may di^ribato these rids by wtMng ^ sduxd db- 
tiid oor^:age with eer^ul ocMnf^nke whidi rq^reent Fm- 
th^, insoraaoe oompaoiee themadTee may tnJp d^ibnte mdi risks 
by rsf^uig to aocqb more thmi a ostdn amount of ooverage in a gm> 
oral ar^ Th^ smim comj^niee will aco^t dl riaka^ ami te- 
insnire. Ihat is, they purchase sodm coverage for these risks Jrmn 
other cMnpaniea. There sewns to be littleir'smpc for school to 

6xpe<A someone eln to make the di^ibuticm of t^r rids. It 
seenm more 1(^(^ for thwn to Tnakw their own didribnrion of rids. 
When they make timir own didribution to the various <K>mpanies, 
they know how it is made and they bow the mtaia they hare u sed 
to sdect the cscunimnies to carry their rbks. 



DISTRIBimNG THE BUSINESS 


The selection of local agwries to whom school inraruus buriness is 
to be gii^ is a problem thd plagtue many hxsl school It is 

a local problem and can be settled only by local offirials. S<xne 
local agencies proride little serrioe to the s^ool districts, but they 
expect their slsre of all pnUic mone^ sp^t for school insurance. 
Many load agimtn hare littte part in Uie schod insuruu^ pn^pram 
oCl^ than to write the poU<y or polides, which may be chang ed md re- 
turned either by the auditing burean or ly the haul office of tlm in- 
snranoe company. Otheragentsdoproridertdnables^TicethbcMudB 
of edncdion in setdng up tb school in^iranoe prognm, and may 
feel entitled to more of the school insurance busineis. Board reluc- 
tance to offend, pressures from local agents for a share of the premi- 
ums, social and ecoiuMnic standing, and (^iur local i&cUas may hare 
weight in determining what agoit retiree a share of the local school 
insurance h nidnaaa , 

Sereial suggesriois hare beoi made to assitt boards of eduodicm 
in didributing Umir ii^iraime ImediMes anmng local agomiee. It 
is {ffdbaUe that all of these tti£$edi<ms Gcmld mb be used any , 
(me b<Mrd, and yet it is possible Uiat scane of them may be of 'ndue 
to all boards that are confronted with the {wohlon. Anmng «hfi^ 
soggeetions are the following: ? 

L It may be prrferable for the bo^ of edocatlon to pick tbe company with 
whom the taanruee la written rather than the ^i«ent 'who write* It. 

a. Iny aceot wrltliif adkool eoroa^ dioald. write it only with eimpanla 
ai^wored by the BdMMl board. 

•. SoBM boards aUoeets the Imelnree oe,tbe batts of taxes iteM I by tite a^k- 
riea, bat other boards c^Jeet to this on tbe iroiinda that this mat^ ^res 
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■Med to tt^ afB^ ttet BUij &• ■ real c^te aM 

iMnmgwrwt oi^ wxitei isaoraaM <a ttM 

4. 8<»a« boards alloaito sqtiftl aQs<Hai^ ot ItmmriLaet eorm%s9 to each 

local »fmt rs^rdlM d tte afs>c7 ^^^sa paid, ■sriota r§M«ad, or 
(Abe spi^eable tectcaa. 

5. Sm« bwrda sppolst cm* aiMK; as a M3«t of cdearli^cwa fe handling 
the Bcbool dlatrlct’i Insurance bosineaa, eoUaetlDf iDdemnlUea, and the 
Uk*. and In return tor Umso aerkca a gembn pa^titm of Um adtotd In- 
•oraiK^ bdrioMs la aUoaUad to Um <Aoaao age^. 

6. A tem dtototeto tM a plan, aQowtag a tatdce-ageit to dlMUrata t!» 

bi^naaa. Thia take entnd and eat d tha ba^b of tba 

board. 

7. A kxad iMoran^ ageifi aaaodatkn mar ba dealgnated b; too board of 
education to deter mine the amoant d corerago that ia to be allocated to 
eadi ag«^, but nn^ thia method a gmcle a that are not mem here of 
the aaaoclatlcm may not be glTon consideration. 

Regardless of tb# method used in allotiating the local sciiool in- 
surance business, it seems highly important that the individual who 
has been designated by the board as its insurance superrisor, prefer- 
ably a school o&nal, shtAld maintain insurance records, should 
develop essential data on costs and losses, should provide accurate 
tabulation^ showing the ratings of various companies, and he should 
prepare recommendations for the board’s oonsideration with respect 
to the distribution of the business among the various agencies of the 
school di^(^ 


KEEPING ADEQUATE RECORDS 


Insurance records are vital, usually not hard to k^ep, but are often 
neglected. Schools having coverages on a variety of risks such as 
property, liability, accident, fidelity, workmen’s ccHnpensation, and 
the like should maintain simple but adequate up-to-date insurance 
records. Sometimes school officials use what is known as an insurance 
register. This register may provide all the data needecL li not, other . 
records shonld be maintained in a simple, compile, and feasible fash- 
ion, and they shonld be kept by the indi^dual who is res^nsible for 
insurance program. Although it is probable that certain insur- 
ance cost data may need to be maintained in the fiscal (ffice, such 
woqld not interfere with the maintaining of complete insurance data, 
including loss experiraoes, ^ insurance sapervisor. 

It may often be found desinble for the person re^xmsihle for the in- 
Buranoe program to make general, and snmetimea specific, re^rte to 
the board of education and aomediiMS to the public on the handling ■' 
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of the whool dl^rict’s insurwK* businMs, School insurance rewrds 
should be so malntAiried that such reports and releaw will be under- 
standable and CAST for the board end the public to analjme. The» 
re<»rds should include a «>mplete Khedule of all insurant policiM 
in fon». This whedule should give e^h policy number, the name 
of the insurance company, the name of the agency, uame and 
location of the property covered, the term of the policy (showing 
both the effective date and the expiration date of »ch policy), Uie 
premium rate, the premium for each policy, and the ftm amount 
or total conyeany liability for each policy. 

From thM6 records, for example, it should be di ffi cult for the 
director of the school insurant program to determine quickly the 
total cost to the whool district of all its boiler insurance, how many 
boilejr ins]^tions have been made each year as a rwult of boiler in- 
suranc*, and whether or ncg any indemnitiM have bwn paid on such 
coverage. Further, inauran« records should show for Mch particu- 
lar building the age of the building and the date of erection of its 
various parts, the insurable value of the building, and an inventory 
of the wmtents of each building. The contents invenloiw rftould riiow 
the purchsM date, the oort, and the type of ea<di item of equipment 
in each building. Valu», not only of buildings but alM of intents, 
shotild be adjusted f»rk)di»lly. The use of the index number in 
building a»ts and the appli»tion of depreciation fetors in adju^ng 
valuM have been touched uimn in a previous swiion of this study. 
These are important if 1^^ are incurred. 


REVIEWING THE PROGRAM 


Program review, periodic or continuing, will probably be erontial 
in the various school districts. Values change; risks change; and 
sometimes rates chwige. Al», additional coverages may be required 
from time to time. The prt^ram should be review^ frequently in 
order to make any adjustments that qiay be Required. The^ may in- 
clude adjustments in coverage, adjurtments in rates, adjurtments in 
distribution among agencies, and adjustments in the type^ eoveiage 
on certain risks. C^-l<^ records and other factors may make it 
desirable to make many adjustments. If the program is reviewed 
frequently, data will be available to support recxanmaidationB con- 
cerning th^ changes in the prognun. * 

This may become quite important v^hen it b^:om^ n«xemrj to 
settle l(^sw. In most States, insurance policies indemnify los^ 
only to the extent of the cash value of the property at the time of 


DiriLOPINO THl PKWHAM 


67 


lorn, or if the property is insured for 1 ms then its ralne, onl? to 
extent of coTersge. This msy make it ne^«ary to hare aconrate 
data on the location of rontents of buildings. For inrtence, a bonch 
of IM folding aaditorium chairs aligned to, and insured as a jmrt 
of the oontentt of, a high achwi] building may be TOVered wh«i 
moTod to an elementary building for a special program. Hirtoriw 
of I« claim ^tlements indicate that such wttlemejitj are more Mail? 
made when the Khool has oiinprehfinai?e data on the ?aJn« and loca- 
tion of such prof»rtif«. In other words, when IomI officials hare 
i»ential r«orda and data on ^ts and ralUM, they hare an adran- 
fage in claim wttlemejits. When they do not hare such data, wm- 
pany agenta and adjusters may indicate, that the burden of proof 
with rttpect to the amount of 1« rats ot local officials, and tb«i 
until they Mn prove the value of such li»iMi the insurance c»mpanr 
will be handicapprf in attempting to romplete the .settlement. A 
prt^ram review of the ^hool district’s insurant pri^ram, therefore, 
may be quite as imp>ortant as any other pha^ of administering the 
prc^ratn. 


MAKING CL4LM SETTLEMENTS 


In caM fc-hool property is damagwl or dwtroyed by any of the 
perils againrt which it has been insured, there are certain obligations 
impost upon the owner W the tMtia of the insurant contrart. 
These obligations ne^ to be di»hargKi by the policyholder before 
the insurance «>mpany will make a srtOemenh In or^r that Kihool 
officiala know their duties and obligations when there is an insured 
loss, it is important that they be familiar with the requirements of 
each of their inffliranM wintracta. 

Undw the COTditicms of mort property in«iranc» contracts, obliga- 
titms of the insured with respert to lose settlements may include— 

1. Glrtnf Uw Inaoraace company an Immediate notice low In wrlUn*. In 
acme inatancce Insuranoe ccRopentea agree ttat thla ootlne may be given to 
me of tbelr agmu or to the adjmrtm«it bnreea 

2. Altowing Um Inrarance corai*ny a retamable amount of time to Inspect 
any and all mnalna <rf profierty aftw Its deetroctlm or damage 

8. rnrnlahlng formal proof of Ima * 

4 Protecting telwige propwty s gainst forth^ damage or aeparating damaged 
tixmi nndamag^ p r o p^ly . 

These are only Ulurtiative example. There are othws. Each ^rpe 
of insuranoe wverage has its particular conditions governing prooe- 
dum in adjusting lose settlemMits. School t^cials are rsninded that 
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th^ slMmld be femiliftr wiUi Um lose Bettlement deiiMe^f eU 


insoraaoe coitracta 

In practi(»llj &U tjpes of liability uumreiuse, a writUo re- 

port to insonnoe (xxnpany nmj be required m aooi ee prm^<^ 
after an accident School boards will want to e^aldi^ d^nite pro- 
cedures which are to be followed bj teachers, principals, and oUmt 
S(^MX>] puBcmnel in making a report coming anj tjpe of accidnt 
Anuxvg ott^ things, it is suggested ttiat Umss r^xwte include KKh 
infcMination as:.tlM tinu aiul place of the accidait, namea of in- 
jured partiea, the n^ure of the aocidwt, the names of any wit neoDcc , 
and the names of any perecms who, thtmgb not in jured|, may hare been 
ioTolved in tlw aond^ in any way, aiwi the st^ that were takw by 
echoed autlKMities Mlowing Um acci<toit 

Ahotha- principle in ocmne<^cMa with 11 m st^emait of in- 
^iranoe daina is tlM principle of subrogation. It tuy apply to d- 
moist all forms of iosuraiMM ezlc»{^ life inmranfie, and it b partio- 
ularly applicable to all fOTms of pn^>erty insurance inredring damage 
claims. The purpose of ^n^atiem b to protect Um prindide of 
indeemity, maki^lt imposmble fw Uw owner of ii»ued prop«^ to 
(xdlect twice fc^ damages to, or Um dee^-rKtlou of, rach prop^ty — 
once from ti» iitturance oom|Mmy and again through a suit ^ dam- 
ages again^ a third {Mxty. In otJ^ wemds, tlw inraranoe o(xn|Muiy, 
having talran over the insored's losses, also takes om* hb mwdies, 
transferring all hb rights of recovery from Jt third peretm to the 
company, but tbb b limited 4%ly to the smmint 1^ has recovered 
fnxn the inmranoe company, thi^ prerKiting both Um imnired and 
the ihsoranoe ofmapMiny from making a pit^t out of the loss. 


REORGANIZING THE LOCAL INSURANCE RAM 


of tnem are aiiowea to OriTt tor some time, and generaliy this createe 
a need for reorganising the pn^[ram. Stm^dmee thb organbatiem 
may be devel(^>ed aftn- a rarv^ either local offidab or by out- 
siders. The surv^ may be <me of manag^neut or it may be applied 
to q>ecifio areas of coverage. Tl^re are sewndreasemB why seized of- 
&uab recHganise their edmol insurazme programs. Property valiMs 
change, and emndimee needs develc^'for diffocut types and aimnmte 
of coverage. Thb ^plks not only to' property but abo to non[m>p- 
erty rids. Abo imw ririci may create a demand for new oov- 

erages. In reorganising the program, it seea» desinbb to plan it in 
some detail The {dan dmuld outline the amounts of oovenga in 
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the Tuima Aress. Il ^KmJd eei up (1 m expirAtiaii dAtoe And mAke 
proTudboa fn* Adjt^nunta with imw addidcx^ or mw ooren^ts, as 
desired. Thm are ssrarml possible prooedoras in deTsloping such 
plAXM. 

Fin^ it b poesibb to ^ thif<<>hl pt^ideB mAtnre and expire, and 
then to rewrite ll» i»w policies as per the pdan of recwganiAed 
prc^irajn. In order to do thu, howerer, it is noflooD aiy for the mper- 
visor of inmranoe to have a taboUdoa of all ^irreib polictea, giving 
their en^mi^ the expiration dates, and properties thej cow. 

If t^ recwganixaticn plan <alla for all polidee to be m 5-j^r 
term- plan, ti^ ths supv’visor will have to rewrite some polid^ for 
5 fMn And KxtM for oailj 1 year; keepii^ in mind that eventually 
all p<didea are to be c» tJ^ S-year term plan, he will rewrite the 1- 
yeM* t«TO policMS as they; expire year in such a way that, after 
a feif yMne, abont one-hfoh of the total insoranoe will matore each 
jNu:. ' This prooedore is wy slow, and it often causBe some oMifu- 
sion aimI extra bookkeeping. One iUustration of the posltde oon- 
fotton that ooold arise is whse the board is rewriting all ooverage 
on a OMnsctraiM» baas, wher»s the (dd coverage, scsne of which has 
Dpi yH expired, is ti» dralgbt or flat rate coverage. Some of IIm 
old policies may l^ve 1 or 2 j^ars to ran, in which case tuiw oover- 
age cm a partiralar ptt^w^ would be flat rate and some wcMild be 
ooinsuranoe during tim interim. If losses sboold occur to timse prop- 
erties, s dt le me n ts with insoranoe ocmiimnies mig^ be difficult to mal^ 
and reoordke^ing wcmld be made more dii&cult. 

Second, it is posmUe to reorganise insoranoe pngram by er- 
oding all a xiM i n g policies in a particular oovaage area, and then 
rewriting times policies cm the 8-year or, the 6-year term, whichever 
is desired. Companies that get thdr fair dune of the new ooverage 
win usually be willing to cmimel tlm old policies a pro rata ba^ 
that is, without applying the sbort-tenn cancellation' rates. When 
this is done, local c^ciab can rewrite the poheiee with little or no loss 
of (memiuma. If the recMgani^d program is to be cm the 8-year 
term-basis, cme-tibird of the total emverage can be written for 8 years 
and two-thirds will be written for 1 year. Then, at the end of the 
flrrt year cme-tfaird of the amoont that was written for 1 year will be 
rewritten f<^ 8 years and the remaining one-third will ^ rewritten 
again ^ 1 year. At thO end of the seexmd year, tha final cme-third 
of the cxrrerage will be rewritten for 8 years, and at that. rimA the 
entire ooverage will be cm a 8-year basis, with exactly cme-third of 
it maturing each year. On the other hand, if it is desired to place I 
the reorganised program on the 6-year term basis, the procedure I 

wookl be exactly the seme except that one-fifth of the total ooverage I 

wcmld be oonveiled to the 6-year plan eacdi year for 4 sacoeesive years, I 
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after whi all <»f tlie coverage would be on a 6-year term Imsis, with 
one-fifth of it maturing each year. 

'fiiis last plan is probably a little clieaper but somewhat more com- 
plicated than the first plan. However, either plan will stagger the 
matifriti^*’hnd either should work out very satisfactorily for the 
s^ool district. The chief purpose of staggering maturiti^ is to 
simplify the budgeting proce^ so that . approximately the same 
amount of money can be placed in tl^, budget each year for the 
payment of insurance premiuma 


Chapter VI. — State Leadership in 

School Insurance 

FEW STATES have yet realized the possibilities in State guidance 
and leaderehip in the field of school insurance. The Chief St^te 
School Officers, in their 1958 publication oil the joint topics of pupil 
transportation and school plant ^rvice,* indicatoi that the Sta^ 
departments of wiucation have an obligation to provide leadership and 
consultative services in such areas as property protection and the in- 
surance of school property. This, then, is an area in whidi State de- 
partments of education can render a valuable service to local school 
systems, but the course which shoujd be followed in rendering this 
service will have to be charted. 

State departments of education can render valuable assistance to 
their local school systems by providing through their school plant 
sections adequate supervisory »rvices on school insurance problems. 
Some States are already providing such service, and it is proving to 
be valuable to the local school systema To date the number of 
men for this type of service is limited. However, others are in 
training and. the school plant sp^ialists already are familiar with 
property values and fire hazarda The supervisor for this type of 
service needs to be a tactful leader, one who realizes that local 
boards often have^many local obligations, some of which are unwrit- 
den or perhaps even unspoken, but which have an effect on local 
busing interrelations and practices. 


RESPONSIBILITIES. AND DUTIES OF THE STATE 

SUPERVISOR . 

* m 

V. . 

^ State guidimce and leadership in the field of school insurance 
becomes accepted by local school authorities, depiands for th^ serv- 

* a%e Cotmdl of Chief State S^Miel pflem. Th« iletpoH$mUtte$ of Btote Deportmonto 
, of BduornUm for PopU TriuuporMMtJtorvieoa oma^Xool eiMt B«rv4em. WMhlnstOB,' 
D.C. : The Conndl. IDSa ' 
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ices may be increased to suc^ a {mint that the scope of operations will 
have to be broadened. Howetw, as a starting point, it is suggested 
that at least four major responabilities might be ftistignAd to the 
State supervisor of insurance, as follows: (1) Condu<^ resM,rch 
studies, (2) serve in a liasion capacity, (3) ^rve in an advisory wid 
consultative capacity, and (4) provide infonnaticm smvices to local 
8<diool authorities. — 


Researcb Stadies 


In the ar^ of re^arch, tlm State insurance supervisor has an op- 
p^unity bo initiate and direct a variety of studies Htwling with 
school insurance. Theoe studio could indude: (a) State insurance 
oost^ (5) property loss and loss ratios for insured property, (o) loss 
studies by types of nabs, (d) comparison of school insurance costs 
with other school ccMBts, and (e) loss comparisons by did^ds. 

STATE INSURANCE C(^TS 

A study of State insurance costs might include su^h things as 
the total c<^ of all school insurance and the total cost of each type 
of insurwce carried by school districts. It might indude amounts of 
coverag^y types, insurance premium rates by types of coverage, dif- 
fermices in costs for the aune coverage in different districts, with a 
determination as to the reason for the^ differences. This study 
might also show how districts with high insurance rates amid reduce 
their rat<« through a reduction of hazards. 

toss RATIO FOR INSURED PROPERTY 

Insurance officials have frequently asserted that school insurance 
business is not profitable for insuring companies, while, at the same 
time, S(^ool <^dals have cladmed that insurance rates for school 
, properties are too high. This oiff^:ence of opinion could be reskdved 
by making accurate statewide loss Studies. If such studies show that 
insui^oe companies are retu^ing relatively small amounts to school 
didricts as loss payments in comparison with relatively large amounts 
' collect^ for premiums, it niight be concluded that their rates are 
excesnve. On the other haml, if euch studies show the opposite to be 
true, then it might be condud^ that insurance rates are tod k)w. In 
most States, the remedy lies in the hands of the omnioismcm^ of in- 
surance, or in the hands of a oommismon which he heads. If rates 
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need to be decreased, it would be expected that the State insurance 
supervisor, as an official of the State department of education, would 
take the initiate in getting the commissioner to hold hearings in 
order to establilh reliable dato as the basis on which he could reqi^ 
aU insurance companies which operate in his State to reduce their 
rates. On the other hand, if the rates are not high enough, repre- 
sentative of the insurance companie will initiate proceedings to ^ 
rate increases. 

LOSS BY TYPE OF BISK 

Another stndj^ Uiat might be of value to local school districts would 
be onb involving^o® by types of ri^ A study of this nature might \ 
reveal that school districts in the State have suffered no losses from 
a parti<S|lar ty^ of hazard in many years. If ri^ of this nature 
have been steadily insured, school officials might want to assume them 
and ^ereby save the money they, have been spending on insurance 
premiums for these riska On 'the othm- hand, simh a study might 
reveal that certain types of risks which many school boards do not 
insure have a kxsTec^rd that would warrant and justify the expendi- 
ture of sch^ fy^.for insurance pn^tion covering such riska 

(X)MPARATiyE COSTS < 

Still, another type of study that could be made is one in which a 
comparison could be made of school insurance costs in relation to 
other school costa This could be made both on the State level and on 
the local level. It could include a comparison on a per pupil basis, 
a comparison on a categoiy l^sis, and a comparison with respect to 
total expenditures for insurance aAd the total expenditures for all 
- other purp<^ A study of this nature might reveal that too much 
money is being spent on insurance as compared vnth the amount that 
is being spent cm cMhm' necessary services. Or just the contrary could 
bo revealed- Such studies could be of value not only, to local school 
systens. but also to State educatimial authorities, State legislature 
wh^ they (K>imider sdiool appropriaticms. State school boards as- 
sociations, and othefe^Stato educ^tionkl organizations and agencies. 

‘m 

LOSS CXMIPABISONS 

I 

Yet another fype of study that could be of value to local and State 
Bchool authorities is one in.^ which loss comparisons could be made. 
Iheee ixunparisons could be 'madeio^ like risks fra* the vanous schodl 
diatriote in the State, and then the lotees of each sdiool district could 
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be compared with the for the entire State, using comparable 
risks in each case. A study of this type might point up the need for 
further study of certain aspects of the insurance program in specific 
localities of the State. Since high insurance rates may be relatwl to 
low construction standards, inadequate maintenance, poor housekwp- 
ing practices, apd improper attention to management^ these aspects 
may need study as they pfirtain to insurance ccsts. 


Liaison Relationships anti Technical Service 

State insurance superrisors can provide a valuable liaison service 
between l(x:al school officials and various organizations. Jdost Icx^al 
officials do not have an opportunity to develop contacts and relation- 
ship)8 with insurance people other than local agents. Nor do they 
have time to study and understand the functions of ttie State rating 
bureau, the State insurance department, State and local insurance 
agents’ associations, 1<^ adjusters, State and local fire marshals, and 
perhaps other officials and organizations having some connection with, 
and inter^t iii, school insurance programs. The Statd insurance su- 
pervisor can be of valuable service to berth tfie school officials' and each 
of these other organizations and inter^ted groups if he is aware of 
the possibilities for service as a liaison person. 

RATING BUREAU 

The State superviK)r of irtsujance should develop intimate relation- 
ships wfth the central rating bureau and with its divisional office if 
they exist He should develop a "working relationship with the raters 
so that he may know something of the principles of rating and be 
able to use the advice of the raters on various risks. This advice may 
be used in informing local school authorities on how to eliminate 
hazards in order to j^uce the rates on properti^ and other risks. 
The State insurance supervisor can also advise local school officials on 
how to report the elimination of these hazards and on how to rewrite 
their coverage so as to permit their districts to profit by the reduction 
in rates. Three are but a few of theliaison services can perform 
as a result of his relationship with rating bureaus. There may be 
many others. ^ . 

STATE INSURANCE DEPARTMENT 

In addition to his knowledge of the procedurre used ^TWaag^u- ' 
roans, the State insurwcQ supervisor should >be(K>me familiar with ^ 

. a 
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the operation of the State insurance department. He should real fie 
that this department usually has authority to set up overall cost levels, 
but that the department does not normally ^ rat^ on individual ris^ 
Tlie State department of insurance can ^ u^ as the source of much 
valuable data in making some o^the studies previously mentioned. 
Information which he can obtain through the State insurance depart- 
ment may help the State supervisor advise local officials on rate trends 
in various areas of the State. 

INSURANCE COMPANY REPRESENTATIVES 

In some cases local agents and field repreamtatives adyise school 
boards to seek the help of the State supervisor before revising their 
old, or setting up new, insurance programa A supervisor should 
know something of the financial rating of the various insurance com- 
pa^yes, and he should he able to advise local officials on where tp find 
information on the financial rating of the insurance companies which 
carry their coverage. It should be noted, however, that the super- 
visor does not work for the insurance companies but serves as an in- 
termediary between the companies ab^ the local School qfficiala In* 
this capacity it may be desirable that he know many insurance people 
on all levels of authority so that he can assist school officials in han- 
dling problems with them if the need aris^ 

V * ^ 

INSURANCE AGENTS’ ASSOCIATi^S' * 

Ii^ many cases local agents may n^ at first weldom,e the State 
supervisor, resenting his entering a field where they have beeil the 
, sole advisees. Smne, State supervisors feel that they may approach 
this problem by serving as an intermediary between the local associa- 
tions and the school officials. Other^feel tkat it fi best to set up the 
local programs and to ignore the agents. There prol»hIy is no one 
pattern that will fit all cases. 

The insnranoe supervisor should realize that many local agents 
have much influence with Jocal school boardk on school insurance 
problems. They sliould remember, too, that these a^nts are going 
to continue to reside in their communities after the supervisor has 
*■ returned to tho central office. This b not to imply that the super- 
visor sht^ld plan a progiam designed primarily to suit the agents. 
Some silperviBorB have been able to develop eno^h. information on 
their program so that the, local agents fall in lihe and support the^ 
program; T^ey may realise that the supervisor b not trying to take 
busmees away from them — ^in fact, Ite may reconnnend more cover- 
age— but b trying to hdp set up the pr<^r&m on a logical basis. Far- 
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sighted agents will often recognize this fad, and will snppoit the 
overall program, or the program reviaons, reojnunendod ft>r the 
schools. 

Some supervisors have been disappointed that prt^i^n revisions 
did not come as rapidly as d^red. They diould realize that the 
public often mov» slowly on such problems. They prcrfmbly ako 
need to realize that State recommendations on 1ck»1 pn^;rams may 
need to be followed up in order to get them put into effert. 


LOSS ADJUSTERS , * 

The importance of baison between school officials and 1(^ adjusters 
fnan the acturarial burej^u shwild not be overloo^^^ The State 
supervisor of school insjrfance dioul^ make it a point to know ®)me 
*"of the lora a<fjusters in ea<h region of tJm State. In mmiy he 
may be called upon to provide, needed information for evaluating a 
local loss. In some ca^ the data which he provide may serve as a 
l»sis for lo® settlwneots. This service alone could conceivably elimi- 
nate the of expensive arbitration in cases where the 

insuran6e companies and the school officisds fail to agree upon the 
extent of a loss. 

FIRE BURIAL ^ 


The State supervisor of school insurance may wish to p^j dilmh 
a relationship between his office and the State fire marshal’s office, 
and wherever practi«d, between his <^oe and the (^cee of all local 
fire marshals of the State. Fire marshads are frequently called upon 
to make inspections of school buildings to determine their ^fety 
' from the standpoint of fire hazards. If the State supervisor of insur- 
ance is privileged to work witb the fire marshal during th^e inspdS- 
tion tours, it is possible that he may be able to at^rnilate nfuch 
valuable infon&ation with respect to fire prevention, fire drills, 'and 
other Sleety pr^^utions that he can pass on to scliool rWRidala over 
. the State and fhus ad<| one important funct^mi to his list of services 
to local school authorities. 

0 

♦ 

TECHNICAL ASSISTANCE 

The State supervisor of school insurant may be idble \tS render 
locud Bcho(d d&iials a valnaUe i^wice' through his aldlity to give 
technical advi^ As has heen indicated pr^vkraaljr, lo<^ ae^ool 
oAdals often do nd have an (^poitunity to beecmm in 

insnranoe techniquee. In many loiad agents dd notknif^ Uth- 
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I aiqnes of wshool insorance the principle of wshool insurance ad- 
ministration. The supervisor should' know his pr^rsm so that he 
advise on such things as insurance rat^ for* various area^^of 
school covw-aga He should 8j>ecifically be able to advise on the 
administrafion of the insurance program- TTiis applies to such 
things as policy typ^ obligations of the board, valu^ inventories 
and otherwise, and the obligations of the insuring companies as set 
forth in their polici^. He should be able to adviw tlie local »diool 
tojPd on the distribution of coverkge to companies. He should be 
able to adviM local officials in some detail on the principles wid the 
working procedures followed in handling school coinsurance. He 
may need to be able to describe the principles of rating fo^ co- 
insurance and thq board’s obligations as coinsurer when.it does not 
write coverage equal to the amounts specified in the coinsurance 
contract. ’ , 

Property valu^ have been discussed in another section of >his 
study. As a member of the scliool plant section of the State depart- 
ment of education, the State Insurance supervisor, working with 
other specialists in his action, may develop data on school building 
replacement costs an^, school building values that are not available 
^elsewhere. It is not always essential for tlm insurance supervisor 
to be an expert in building apprdisal, but he should be able to evalu- 
ate property appraisals ^d estimates sufficiently to know wlfether 
they are within reasonable limits. It hra been stated that school 
officials should know their property values. This is Correct. How- 
ever, school buildings are rarely destroyed for profit, and insurance ^ 
loss adjusters are usually willing to allow some margin of leeway 
when it is obvious that th^J^l school officials a^e endeavoring to 
provids^vasonable property vklue estimates . ) This understanding is 
often ^luable wh6n trying to settle IcwMa^vered by coinsurance. 
In this connection, it may be desirable foyihe supervisor to maintain 
current data on trends in school buUding costs, as well as othen school 
properties, so that he can advise loc^ officials on value adjustments 
as prio^ or values increase or decrease In a like manner the stper- 
visor should be able to advise the locid %hodl officials on the coverage „ 
^ that might be drairable for. various liskS. It would follow that he 
needs to be able to advise cm the costs of such coverage. . 

Some school' districts may wish to ^ibnaider self-insurance or par- 
iially assumed district risd[:d.^ The supervisor should able to advise 
local offidala on the amounts of reserve that may.l^ nece^ary to set 
^ tip self-ipsuranca. He mi^t also'be able to advise .tiiem tl^ use 
of dedndiblee for first losses, with insurance contracts , covering aU 
losses idiove i oesU^ amxmnL Such district losses may be oovAsa 
ise erveB whidi is a form of insurance or, if cm ,a ’deductible basis, 
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they might be cxjvered ofi a self-afflnmed dirtrict ri^. The superri*>r 
may also wish to advise local officials on ums they cmi make of the 
various insui^nce agents in their distjncts. Normally he does not 
advi^ on the distribution of coverage to agents, but he may advi» on 
the relationships betw^n tlie local Ixmrd of education and the agents 
In many cases the supervisor serves as consultant to, and for^ the 
board in lo® ^ttlements. 


Advisory and Consnitalive Services 

Some types of advisory and consultative services which the State 
supervisor of insurance can render have already been mentioned jn 
connection with other dutiea performed by him. For example, such 
servi(^e were mentioned in connection with lo® wttlements, explain- 
ing and the um of coinsurance. In addition to thew^ 

several oOier of advisory and consultative »rvi(»8 should be 

recognized and bri^t d^cnbed, ‘ Included are Muvic^ such as chew- 
ing school buildings fo^aafe^ and l^ntenance, making insurance 
surveys, reviewing plans for new buildings and for rwnodeling exist- ■ 
ing buildings, procedure to^ in curing lower insurance rates, 
and giving assistants in loced sci^>ol insurance administration. These 
areas of service will be discuss^^^ the following paragraphs. 

RELATION OF INSURANCE TO SAFETY 4ND MAINTENANCE 

It is often said that high insurance rates are warning signals— 
sighals that the aihool district should make a ^dy of the risks on 
which high premium rates are charged to determine what hazards 
can be removed so as to reduce the rates. There is a close relationship 
between certain tjqies of insurance and safety. There is also a clo^ 
relationship between schcxil insurance and scJiool plant maintenance, 
particularly as the insurance applies to property items. Inspections 
for safety may mean as mi^ in pupil and property protection as they 
do in redused insurance premiums. Activiti^ which reduce fire haz- 
ards and activities tl^at make buildings safer against wind damage 
also j>rotect the cxx:upants. 

It is often said that single-story buildings with adequate exits insy 
be constructed of almost any type material, but that multistory build- ’ 
ings, or others without adequate exits, need to ha'^ fire-r^istive con- 
struction sufficient to protect ttre occupants. The first aim of local 
school (^cials is to provide ample protection for tlm' pupils in the 
buildin|^ The second aim is to pre^t the pro|^ty fnau loss or . 
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In many Stat^ approval of plans for new buildings and for tiie 
remodeling of existing buildings by the State department of educa- 
tion is required before school buildings can be a>nstruct«l. In re- 
viewing the» plans, attention is given to pupil Mifrty. Attention 
sliould also be given to property protection. The State snperviTOr 
who review's plans for fire hsaards and possible insurance costs rfioiild 
al.w l>e able to advi» on the nature of the mcite and various other 
features that contribute to property and pupil protection. In his 
.study of liability and accident insurance for pupils, the State supw- 
visor will find that ultimately a considerable part of his rtudy will 
deal not only with insuranm but al«> with pupil safety. It should 
-Iw possible to a^st the local officials in wtting up reporting forma 
for accidents or for liability-covprwi damage. It should also be pos- 
sible to w»t up certain protective measure such as tJioee now used 
when Rime pupils guard rMdways while oQier pupils ert^ to and 
from bus^ Similar precautions elMwhere should contribute to in- 
crea^l safety and ultimately to r^uced insurance cwts. 

The State insurance supervisor can a^ist local schools in wtting 
up patterns for fire drills and exit plan.s. General eorit plans have 
beeji published, but in most, cases local Ribool principals may wish to 
sat up a plan adapted to their building. Tlie drill exits should be 
held regularly and should be a part of the safety program. It 
might be d(«irable for the local school district authoriti^ to require 
periodic reports from each principal on the exit drills held during the 
period. ^ 


INSURANCE mJRVEYS 

y 

State departoent of education supervisory personnel should be in 
a petition to make insurance surv^s. If the State department does 
not make themi R>me local agent or other individual probably ’will 
review the insurant^ program and make recommendations. It seems 
preferable that ^ disinterested party having some training in the field 
should make or at least help^ m%ke such surveys. . A State depart- 
ment may have some difficulty in starting its sujyey^ but after haying 
made one or t^o, probably, will find that the ifisflrii^ ooftij^^es and 
the local school officials welcome them. 

There are several types of insurance surveys that can be made. 
One is a survey on a particular* type of coverage, like fire insurance; 
another might be on schoolbus insurance; and another.. might be a 
.comprehensive study of all coveidi^es.. However, a compr^epsive 
study probabfy will be devote primarily to the administration of‘the 
program and not to the tedmiquee for the various segments of the 
program* A comprehensive survey might Jook at the coets f or tl^ . 

» » 
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total pr^ram, the »llocation to oompaniee, the distiilration to agwi- 
ciM, the expiration dat«, adequacy of WFerage, and oomplianoe with 
policy stipulations, and upon the basis of data with respect to each 
of these, mahe recommendations for the adminirtration of the pro- 
gram. It might be feasible, but probably not ugualJy practicable, to 
make a c<A)prehensive survey that includes details on the technique 
of each type of coverage. For inst^oe, it would not be Msy in a 
TOmprehensive survey to give attention to the elimination of a penalty 
on a fire protection rate becau» of defective wiring, a broken window 
pane, or broken plaster, and at the same time eaplain the details of a 
floater policy that <»ver8 a musical instrument which is seldom moved 
or a musical inrtrument policy that, oovers instruments owned by 
pupils. Each of th^ has its place in a suitable survey, but the 
analysis of thero specifications prolmbly «>uld be covered in special 
surveys devoted to theM factors. The State might make, or assist 
in making, a seri^ of surveys pertaining to variojfc types of average. 
On the otlier hand, there might be a general survey devoted to insur- 
ance administration, costa, rwords, and other elements of the total 
district insurance program. 

The method of «>nducting an inauranoe survey is a problMn that 
frequently arisee. From tlie standpoint of the State insuranoe super- 
visor, the first step is <x>noeme4 with the local d^ire and reoc^ition 
of need for a survey. Some State departments of education have 
authority to make surveys without local invitation, but m<wt depart- 
ments prefer a written requMt from local officials. Afthr having 
made one survey, there are usually invitations to follow up with 
others. Mc»t State department men prefer to make the initial survey 
in scmie area where tangible data can be sssemhled. Fire, tornado, 
and transportation insurance are examples. After data cevraing the 
area or areas surveyed have be«i a^^bled, and explained to local 
officials by the survey team the. report should be written ^ as to 
include recommendations which are clearly defined but flexible enough 
to allow for (»rtain local condiU^ps. Ihe jdegree of flexibility for 
these recommendations may vary somewhat from district to di^aict 
For example, a school district may have expiraticm dat^ poorly 
spaced, with eice^ve amounts of coverage expiring at one time. 
Under certain circumstances it may be d^irable to recx>mmend that 
the entire pit^ram be reorganized immediately ; in other cases, due to 
local conditions, it may be foimd desirable to recommend thai. as oov- 
.erages expire they be reinstated on a new schedule. Likewise, it may 
be possible to recommend elimination of-certain hazards so that rates 
may be reduced. An Ulnstration of this might be- that: if the 
j)ilot light hazard apd the defective mring at certain points are re-" 
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moFed, these rorrectionfl woold iwitm th® rste for th',^ building by 0 
o^ta and tlw average Kinual pitanium would be rwluced by « dollars, 
but if th^e <»rrections are made, the prammms will continue at 
the prMBnt high iAte> 

One common fault of insurance survey s^iaJists is that they make 
a survey, turn it over to the local Khool offlciala, and then do nothing 
to help those offioiala implcm^t the recommendations contained in the 
Surrey report. If l«;al officials do not understand their insursnoe 
pn^ram before the suryey, it may d<^ be easy for them to take the 
survey report and put its re^nmendatious immecUatoly into effect, 
Con«qu«itly, the survey specialist usually has an obligation to fob ; 
low up Burrey and explain it to local officials, may have a 

further wligataon to help the load officials put ^^survey ro(»m* 
mendainma into effert. Most State deparOnent men have found it 
preferable to follow a survey with r^ular consulting »rvi^a m 
that they can advise lo»l officials on this part of the program as 
well as on other problmis that naay arise. 

Another problem that arises in connection with the local insur- 
ance survey involrM the amount of coverage to carry on eacW type 
ruik. This is a problmn for the l6cal di^nt?t officials, and is one 
that canned be d^ermined by outsiders. However, the winsultant 
can adviM on the ri^ and the wts, and he can advi» on the in- 
.surable valare of the properti^ When this has been done, hxml of- 
ficials will have to decide how much of the risk they wish to carry and 
how much they wiA to transfer to insuring oompanife. An excep- 
tion to this a^umpion will exist if coinsurance i»ntracts are u»d. 

A preyioos di^uiMon of -ooinsuranoe has explained this exception. 

The insurance survey is a valuable tool both to the State an^l to 
local officials. For the State, the survey provides detail^ data on 
the local sdiool insurance program, and fr«n thew data the State 
IS able to estimate the insurance costs for the loraJ district and to 
compare this area with oomparahlo areas in the State. For local 
officials, the survey provides a ready summary of certain parts'of their 
program, together with recommendations few either continuing or 
for improving the pre^rann When the insurwioe survey is rom- 
pleted, it should provide, in addition to hirtorical data, a summary of 
rectanmendations and su^jesti<ms for use by local nfficiwla, 

REVIEW OF PLANS 

« 

Anather important advisory service that can be performed b y the 
State supervisor of inimranoe is reviewing the plans ami spacifiedtions 
for new ocm^nuAioo and for remedying and renovi Ting exining 
buildings. His review should be made for the purpose of r.bftriHng 
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tor safety and for determining whetBeir"«^ot insurance penalties 
will be assessed by the inspection or nUing bureau because of the 
existence o( possible fire hazards. In mo^ cases this would amount 
to an added service provided by State department of education school 
plant sections to local school c^ciala. Suggestions made by the 
insurance supervisor relative to safety, and the elimination of insur- 
ance penalty fac^cHu in proposed new buildings and in the remcxlel- 
ing of existing structures can be incorporated in a Mter to local 
authorities by the State department of education official responsible 
for approving loc»l school building plans and specifications. If State 
policy permits, copies of this letter should be sent to the architects 
or engineers who prepared the plans and specificaticms. 

Some areas to which the insuranoe supervisor might devote atten- 
tion are: location of tlie heating plant, including safety precautions 
therefor; the installation of various types of electrical equipment; 
the pumber and location of exits; stair wells, if any ; storage doeets; 
firewalls; roof type; antipanio hardwm^; type and loctf&on of fire 
protective equipment, incJuding fire-arm and sprinkler systems; 
self-dosing fire doors, if needed; vaporproof electric light switches 
in areas where flammable gas might aocumidate; lightning rods in 
regions subject to heavy and severe electric ^rms; pilot lights; and 
automatic fuel cutoff vdves for gas-fired and oil-fired heating plants, 
8to\'es, and^water heaters. This is. not intended as an all-indusive 
list of checkpoints, but it may serve to illu^rate some of the more 
common danger points that create hazards which influence school 
building fire insurance rates. Furthermore, school buildings that are 
relatively free from such fire hazards not only permit lower insur- 
ance rates bht also provide'greater safety for the occupaqts. 

The review of plan^ for remodeling and renovating existing build- 
ings is equally as important aq the review of plans for new oonstruc- 
tion. In many cases, the installation of new wiring, the constiuction 
of fireproof shields or baffles, or other similar improvements to an 
old building joay make a substantial difference ip the fire hazards 
involved in the particular building, and if the fire hazards aiO' 
reduced, the insurance pruuium rates will probably be reduced. ' 
Then, in some instances, the installation of new stair weUs may pro- 
vide geater pupil safety, even though such installations may not 
affect the building fire insuranoe rates. Most State departments of 
education do advise on remodelin|f and rehabilitation programs, but 
few of them give major attention to the effects of such remodeling 
on the insuranoe program. The State supervisor of insuranoe csan 
give attention toJthe effects Q^rehabilitadoii on insurance costs and 
on saf^y. This service can be highly ugnifioanfc to local echoed 
systems. 
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INSPECTORAL SERVICES AND RATE REVISION 

f 

In addition to other conaultAtivo and advisory services, the State 
supervisor of insurance can provide a needed and valuable ^rvioe 
in inspecting and reviewing existing buildings. This TOrvice could be 
extended to other types of risks besides scliool buildings. It is not 
expected that the insurance supervi^ir will be a specialist in all 
tjrpes of risks, but he should be sufficiently familiar yFith all typ^ 
of risks, and have a working relationsliip with specialists in this field, 
that he can obtain the advice and the assistance needed for each 
and every typ>e of risk for which the school may be responsible. The 
State 8up>ervisor probably cannot inspect all buildings or risks in 
the State, but he can assist in setting up a pattern study of risks, 
making them with local officials so tliat they might use the pattern 
in inspecting other risks. In this capacity the supervisor could ad- 
vise on future inspections and might help set up criteria for local 
custodians and maintenanre men and for teachers in the daily man- 
agement of the propertie^Md in the daily activities of the school 
that affect safety and might affect tlie total insurance program. Some 
schools now use self-inspection blanks, but oftentimes after such in- 
spKsctions are completed, little use is made of the information for the 
benefit of their schools. This program of inspection and followup 
might become extensive and sUrely would have far-reaching results. 

In to providing safer school buildings through iliis pro- 

gram oi iiSpection and followup, a major result might be the secur- 
i‘ ing of lower insurance rates on the inspected properties. He can 
use the rating sheets to show- local authorities where insurance penal- 
ties are assess because of faults in buildings. antt>ecaue of poor 
housekeeping practices. Then, if he can persuadeTOcal officials to 
correct the conditions which bring about the increased insurance costs, 
he can show them how to get a reinspection of the property by the 
f; . rating bureau so that the p>enalty factors may be removed from the 
rates. Thig procedure is a relatively simple one, but it can result in 

substantiil savings for many school districts throughout the country. 

\ 

I 

ASSISTANCX in local insurance ADIONlSTRATICm . ‘ 

The State supervisor of insurance should be able to give assistance 
in setting up new or in revising, existing local school insurance pro- 
grams. Thik will^involve a number of things. One of these is that 
he should be in s position to give specific ^vice on administrative 
pattema For instance, he might advise on the various types of 
coverage Uiat should be provided, and he might assist local <^lmals 
in dfttorminjng desirable amounts of coverage in each of the areak to 
" . be proteeCed. He should be able to advise on the need for budgeting 
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insurance expenaes, setting up schedulM tiiat will show in advance 
tJie insurance costa by types of covera^, tnbjMta covered, and total 
c<Bt; he should bo able to advise on the typ€s of poljciw; he should 
be able to explain how co-iiiaurance works; and he should have data 
on the use of deiluctiblM if they are desirwL 
Another area in which the State Hup>ervisor cjin araist in lc«^] 
insurance administration is that of ffitAblishuig property valuM for 
insuranw purpMM. It may te riMessary for the suj>erriaor to affiist 
local officiala in ma k ing appiraisala. In addition, it may tie 
for him to advise them on kMping current mventories, InBurable 
values can be Mtabliahed for mc^. physieal propertiM, but the KihTOl 
district has risks which are nc>t so easily measured, and the 8upervi«jr 
may n^l to advite on thwe risto. I*TOf»erty amounting data should 
be available to local officials in providing teiAgrounds for inBuraure 
coverage. The supiervisor may play an important part in helping 
establisli such local proj»rty rroords. It has bwn iudicatad that after 
property values have Hrtablished they may be maintain^ cur- 
rent for some time through ap^ying current indicia of construction 
costs and allowing for depreciation. The superviaor should maintain 
current IjIm of such indioM so that he may have them avaUable on 
a moment's noti«. 


Informational Service* 
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The State insurant BujwrviTOr is in a pwition to a^mble and 
develop data that are not alwajrs available to local school systema 
Some of th^ data are need^ by local officials as Imckground and 
some are nred^ as guidelines in thehr local insurant* progrsun. The 
State supervisor should have acre® to literature in the field such as 
the National Board of Fire Underwriters’ Fmts and Trmd* and 
other publications that give information on fire throughout the 
country. He ^ould be aware of the national trends on Icnaes of vari- 
ous types. It might be dreirable for him to be in a position to ex 
change information with other States in order to hiow what de- 
velopments are being made so that his State may profit by the ex- 
change. One development that might be of interMt and value would 
be infonnation on omrt cas^ and decisions in his own State and dse- 
where on school insurance, whool liabtU^, school acQidents, Mid 
types of school Iom. In order to make sudi infonnation avaiWite to 
local officialalimd to cAcials in other States, it may be desirable to 
develop an informatkmal pattern. Several types ot {lattems of in- 
formational service may be used, but eaidi supervisor will have to 
decide which type is bek suited to his State and to hb own indyma- 





tions. Among tiie ▼arioos typM are the newsletter, journal 

article, and Bfjecial bulletinfl covering such items as inapMtoral re- 
porta, fire drill instructions, and fire prevention mariuala. 


THE NEWSUmUR 

The newsletter or newfflheet could be publish^ periodically, mj 
once each quarter, and distributed to all mterestol partiM. Some 
Kiiperviflore batata to start a regular newsletter b«aiiM they fwl 
that they mighrtave difiiculty in filling each iroue with material that 
is appropriate for Budi a publication. This material might include 
reporte of districte that have revi^d their pn^ram ; it might ^ntain 
stori« of certain iRjhe State ; it might report data f «an na- 

tional Bourcw; or it might molude information obtain^ from other 
Stat^ A newsletter that is compc^xl partly of filler and little news 
3 <wn l^»s its effMtiven^. One way to avoid thlg Bituation would 
to haye irregular releaM, waiting until such times aa thwe are suffi- 
cient itema of intarMt to fill ttie i«ue before it ia published. How- 
ever, ’irregular publication may have the disadvantage of causing 
readers to 1(^ intorMt m the publication. Whether the news letters 
are regular or irregular, it will be foimd d^irable to »t them up in 
number^ awjuence m that msy reference to them will be f»«ible, 

JOURNAL AOTICMS \ 

For 8U]^rvi»r8 who fwl that their relM«s will have to be irregular, 
it ia pro^ble that State educational journals, regular newsletters of 
the State department of eduction or of the State schcwl bcmrds as- 
sociation might wrve as m«lia for the di^wnination of information 
about the school i nm irance pr^ram. Th^ would have the advan- 
tage of being expensire then a regular publication once most 
items, if they ere newsworthy, would be WM»pted for publication with- 
out charge. Another advantage of this plan is that th«M journals 
and newskrtters genoally rwuffi the hands of m<^ ^kk>1 adminirtra- 
tore over the State, and thdr int«r«t in insuranre m wdl as in c^er 
school problems (»uld be met in the one publicatiwi. 

SPECIAL PUBUCATIONS 

♦ 

Spedal publications oould be used at interv^ to c»ver sudi things 
as inspectoral reporto, fire-drill inrtru^ons, and fire pre^ntioo 
manudb. 

The in8f)ertoral report ^ould include a d^«iptlon of unsafe con- 
ditlcms found in ome §<ffiool ImildmgB. For puipo^ of illurtradoii, 
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some unsafe conditions that mav lie nfrfA^ tt . , 

into oombusdble atdcn; ( 6 ) l»ok «, auitaWe' (ire 

naiTOw corndora and jogsor offseta in comdora; (d) orarloadad’ 

(?) dead locks on claaa’ 
ILn^T’ / “rt poor location of exits: (d 

at>«uce of antipamc fiardware on exit doors; (1) aheerce of aaf«' 

wvT 'o shops and other area;, 

arfl anT" “^*"“^“"1 (.■) furnace nxrc 

jo,^ ^r Irvadon of the fnreace rxxi.r".:„d TaJ^ 

proouiiTB devicw for funiam control and opemfinn- *rd 

ororloaded and ovorfuaMi ele<^c drc^ , i« {jj 

building is not 

<^mplete. Others may be ftmnd in some buildinea The “ 

condi'liona’^i^S! 

bu.ld.ngrfeffr lup”™' '» 

as • ( a) ® ''y •’’“’lude such areas for discumion 
. (3) X. tata laws and nguluions pertaining to fire drilh- fh) ^ i 
opmg the building plan; (c) aduiJon for « t 
e.it faciliti^; (a) training monitors and 
of acceptoblo fire alarm systems; (.ji «vacuatim fremi 
and street cn^,ncr= (a\ duti,^ rf ^ ^ 

cnipioyeea; {.) evL.;„atron from -Vui r'' 

gyuinaah™. and cafeteria; (;) evacEn 1Z 

caufora after Are alarm ia given ; (f) locafirWfire protecti’ve^vi^i 

an ^mpment; Md (ai) retumofoccupantetobuildin*. 

«rio„a injuries among the schoolchilLJ' ^re Z 

Perhaps more important than a hnll«t5n c j -n 
one on fire prevention in sdiools. The State , ^ 

visor, in collsbcration Z?"“ 

manual on fire prevmtion in schools and tha Q* \ i * 

education could publish this manual iud ^buto U 
pnuc.p. 1 ., cusbKiiau. and other buiIdiugt^a:L‘°of1b'nJr 


8TATB LEADlBainP 


bi 

A bulletin of tliis type might include such topics as ; (a) Administm- 
tiF 0 i^ponflibilitiea for fire prevention in Bchwlfl; (b) opportunitii* 
for taAching fire prevention in the Bchoolei (c) fire prevention in- 
struction m % part of the school curriculum; (d) legal regulatioM 
pertAining to tire and panic protection; («) the use of fire protojtive 
equipment ; and (/) instructions pertaining to fire prevention in a&m 
of enemy attacA. 


SOME DESIRABLE SKIU^ AND AREAS OF 
KNOWLEDGE 


In order to do hia job weU, the State Bupervisor of insurance will 
DTOd to rertain information, abilitiiM, and akilLs. It is not 

anticipated that he will be able to advjM the Khwl districtfl on all 
their management and busing activitieB. However, their total in- 
surant program may be w cl^^ly related to th^e activitiM that he 
may n^ to know the relationship between insurant and other 
areas of businws management. 

In giving advice to Iwal kHooI officials the Bupwrvisor will n<»d to 
know something of: (a) State laws and court, dtisionfl, (6) finanw 
and budgeting procedurM, (r) State and local district relationshir», 
(d) insurant rating protdur^ and (a) Mund procedure for ^tab- 
lishing gw>d public relations. 


State Lawi and Gmrt Decisions 


The State insuranre superviror will n^ to know the laws of his 
own State on insurant. He wiU ne«i to know something of the ^n- 
eral laws and al» thorn that relate to public Iwliw, particularly thoee 
contming the obligations of Khool boards to protect property or 
district B^ete. In addition he will need to understand the laws (»n- 
reming the limita of liability of school IxmcdB. 

Jn general, laws are aflfert^ by numerous court a^m. Thte are 
also important and the insurance supervwr should be able to refer 
to them as they are needed. In additirm to haring a knowledge of the 
Court decuirms of his own State, the insnranoe superrimr may need 
to know scmarthing about pertinent court decisions that have been 
reporteid in (Aher States. 

Th»e is still another murm of legd iirRinnation that is important, 
and Riat is the opinions rwidered by the State attorney general. 
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^ looked upwi M having weight until 
such time as cxTurt decisions or new laws may suDerseda TTm* in 
raru« supei^r probably will hayo a««8, thtS^ 

office, how to ask for information he needs, and 
how to use .t after he gets it. It i, not nectesarr for th7s^™r 

of iimranOT tu be a lawyer, but s»me knowledge of Oie Urn 

^ education^pon^iliUee 

be of great help m diacharging the duti« of his offic*. 

Finance and Bu%e^ Pitx^nrw 

SUte departnmt of education offidals often advise load adiool 
on vmnous bui^etary prcx^dures. This abo appU« to tadg 
etmg the insurance of the local Khool distanct thouirh if 

CTth'.'ZTdr^ ** 

Tolves some State hnancial mtereet eiUier in the ^ool plant or in 
school program effidenf^. ^ “ 

l^e State depar^t of edu<»tion is in a good podUon to adVise 

on ioes rati<» whidi may serve as mo basis of 
funds for msuran<» purposes.^ A recent publication » gave^d^ 

T^Tdatl i^!"' ®” <» Khoal bnildings, 

of all typ«i and showed for3^ 
shx* end mut^ oompomee a loas ratio of m pacoent for tha 6-vear 
penod stodted. These daU are now 6 or T^ oM «d ^ 

l«^iof “ "o«,t year, hare pointed to logical oort- 

re^ ^ deparbmmt of edacation imnranca nqwW dwnld 

•«*'®«n«it of some years sUmd^Um Nati<®al 

sociation rtmf rt ^ Mutud Iiwance Advfaory As- ^ 

^i^on report annuaDy to insurance dmifatmmiM. nnl^ . 

rtandaiddaaBi^ti<m plan, fire insurMice co^ and lo« date. These 

(d)tamable t^Stetewpawiso- and by edmol autiiori^ 

.how 


■. niM. 
»«. T, u A 
tastoBiUJL 


te BMtth, 


Wtttua 0«ei tt 
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Cost studio could be extended to other ty|^ of coverage. If over-^ 
“^all datA for the State are not available in the State insurance depart- 
ment, it may be dMirable to develop some studio showing «wt and 
l«s indemnities paid on such things as tornado or extended coverage, 
on accident Uabidity, floater, and other types of coverage, tn making 
such studies, the State su|>erviMr should realize that some types of 
covers^ where calamity 1«M9W are f>offiible may show many years 
of favorable balance and that this balance may be eliminated through 
one'or two major catastrophic his««. 

It is probable that the State data on workmen’s compensation may 
be reliable. Oftentimes such data are Mt up on the basis of credits 
and debits for a particular district or whool system. Some of the 
other data can be obtainwl from ^hool rwords. A few schools which 
have made sufh studies have found that the um of deductiblee on 
certain policies may help reduw the rates. 

St^udying overall lof»«i provides valuable information, but this 
sfud^ should be extended to making pme analysis of the caus«i of 
the losses. An analysis of the elements that make up the rat4« On a 
< particular type of risk may show that changed practi(»s or the re- 
moval of ^rtain hazanis may contribute to savings in premium 
throughout the State, 

Another gliase of insurance cost analysis on tlmState level wmsista 
of developing data on tbe overall insurance cwta. .iVs has been in- 
dicate!, not many scliool districts and few Stat^ have data show- 
ing their total eciool insuranMi c<wts. Even if they knew the ccwts, 
it might be difficult to determine whetlier the c<»ts are ext^e^ve, mod- 
erate, or under the average. One ixunmoa me^ure of establishing 
such a»ta is to compare them as pe4t»ntages of the total current 
school expenditurwi. Thb may or may not be a valid comparison 
because the risks might be greater in one district than in another. 
One measure that has been used is to compare building insurance 0 (»ts 
by typ^ of buildings. This method has »>me 'value sinio fire- and 
wind-resistive Imildings are oftMi insured at lower rates. Such data 
still do not show whether it pays to provide minimum or maximum 
coverage for such buildings. Another measure often u»d in evaluat- 
ing insurance is to compare costs among dirtrirts. If u^l, this 
should be applied by types of coverage and might apply to the over- 
all insurance program if such data are developed. For instance, 
it might be detwmined that insurance ccots are m mudi per pupil. 
It mi^t be po^ble to compare lo^s among various districts or be- 
twe«a Stat^ Such cost and 1(^ rtudies, if put to use,, could be of 
value in p lanning the finance and budgetary proc^ur^ of tl» school 
district. 
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State Mid Local Dutric^ RelatioiMliips 

Ih the area of school insurance the State department of education 
ordinarily exercises little dontrol, even though the State may adrise 
on the program and eren though the State may recommend certain 
oovorages. Two exapUtms to this geiwral prindple should be nc^ 
Md th^ are that much more control is exercised over the school 
district 8 insurai^ program in States that operate a State insurance 
program. This%iay also apply where State funds are used to pay the 
premiums on lo(»l insuranoefpoliciee. 

It is usually the obligation of local school ctfdals to make some 
det^Mtion on the amount of coverage to carry and on the types of 
policies £o be written. Some States ha^ laws requiring oertai^v- 
orages, but rpo^ of these laws permi^ local disciedon in the types of 
parchased. State departments of educatimi do 

^ to hare ^trol authority oyer local insurance. Howeyer, State 
^partMt do see eridenoes of proteiAioo nagle« and of a 

^lure to make prudential i»e of the funds spent <» insunuu*. The 
^te department has an obUgatkm to proride adytaoiy and ooMuIta- 
tive serviOM to the local systana in tl»ir bosiiMB mar»g »>iru> n t in 
gen^ Md pamculariy in the insure R derirahle 

that departments set up some criteria Uiat kaad «ho<a d^als 
may obeerre m organixmg |pd carrying <mt a o<wiprri«iarti school 

UMTirsn<»^prt^^ criterta limy be with<mt fixed regulatiott 
or toey might ha^ the fixed regulatimM Umited to the baric 

tiMl wggestioiffl are prqiared, Stata.di^- 
r^t should be in a pontitm to advise loal (Asials as timneed wiieB 
throughout the yimrs on Um yarious elements and rieps m Omir 
pri^yam. 


RtOing Prooednres 

Bati^ P5ooedures are of such rignificwme that Um State mtmt- 
visor of insuraime should be aUe to explua tokml i^lrials tlm rm^scm 
for every cWge made in driennining the oomporita insoranee p«h 
rate for any given ^ ^ 

^ Analyse Syriean^tiie MewaiSk Sjat^ 

Abstrart ami variarimm <rf theaa that may ba emp^^^ 

hisState. In edditum to haring an ^lmteBtanding<rfth8B^tha State 

UMmrancs ropeirisor abwiM be in a poritkm to work^tha State 

inspectitm bureau or otte agMM^ that aw n^ioorihla eatahUA- 

^ *«raMa U ha 

could establish simh rapped witt tiiese Imreuia that th^ wo^ 

!»oyide copies of rating dieeta on specifie buihUngB that h^y uae 
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in his surveys, and that he tniglrt wnfer with them often on insurance 
problems relat<Hl to scluajl oovera^\ 


Public Relations 

/ 

- ^ 

One of the fundamental nHjuinements in tleveloping a good public 
relations^pro^nun is the j>erfonnanw of recopuzalde «>rvictti. If 
the iMM)plo who are to serw^i by the mi*ervisor awept the fact'tliat 
he can be of ser>ice to them, his cham^ of boxug approved, aiwpted. 

and rwpecled by them are very gtiod. 

Another characteristic required of the State insurance supervisor 
m developing gtxxi public relations is patienc<\ He must realize that 
public, changw^ often come slowly. He may new! ^ to learn to move 
slowly and develop a one trach program firet in ord^r to show w hat 
results are pc^ible before branching out into reli^te<I phasee. - 

Also the- State insurance supen-isor must be ^leolulely fair and 
honest in his dealings with all school and with all insuranre officiaLs. 
\s has been indicatwi, it is important that he have working relation- 
ships both with the insurance people and the school people. To this 
end it is ««*ntial that he b«mne aoiiua'intwi witjl many pieople in both 
areas. If he is fair, Minsible., and knows his insxiranc* pnigram, he 
will KKm have the respwt of tlie insurance people. If he is fair, 
knows his busings, and »n give assistance, he will have tlie 
respect of ^ool officialk 


PROBABLE FUTURE OF STATE INSURANCE 
LEADERSHIP 

« . f 

^ a 

l . 

There are many p<Msible directions in which SUte insurant lead- 
ership may develop. Some of these directions are; (1) Assisting 
locw authoriri^ in making studies on sell-insaran<« plans; (2) ad- 
vising local di^ricta on limiM coverage plans ; (3) keeping informed 
on the operation of the various State insurance prt^rams; and (4) 
giyir^ full attention ti^a revision of the adra migrative patterns of 
existing loc»l school inmiranoe prt^yaiiM. 


Self'lpMimce ' ' ' 

K ’ . * 

In Bmne States, State l^dership has helped lo<^ g^roups study the 
proa and cons of self-insurance prc^raras. In States, this 
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leadership has skirted school authoriUea in making Judies on vari- 
ous statewide (^operative insurance plans. 

LOCAL SELF-EVSURANOE PLANS 

Self-insurance is a plan by which the individual projwty owner 
establishf« a speaal fund, which accumulates through regular de- 
lfts or crwfita, from which payments may be made for lorn as 
they occur. At the dlscrerion of the owner, this fund mav be inv^ed 
in interest bearing securitits so that the income from thew invert- 
menta may be u.s«l to increase the amount of the fund. ' Under this 
plan, there are no fe^ no amunissions, no taxes, and relatively ^w 
operating costa. AH savin|^ rfeulting from the plan aocnue to the 
this case the school. district) . There is no shifting 
of risks to anc^her party, since the district awumes the risks through 
(he operation of the special insurance fund. Under this^lan, there 
IS a danger that a serious lo^ may occur in the diririct before the 

sj^ial fund has been built up to a pgint where jt can meet such 
a lo^ 

. It is generally recx^i^ that the average ^ool district, and’par- 
Jicularly the auall one, Wiould not con^^ider this fonn of insurance 
^tection. On tlie c^her hand, school dirtricts having a large nUm- 
of similar risks, with a wide dfetribution of these risks, may be 
able to develop a plan of self-insurance Uiat will inert tlie require- 
of the district 'Hiis does nrt imply-thal lo<»l school dirtricta 
should develop self-insurance plans, but it any dirtrict wishes <o‘ 
cojisider self-insurance, the Sute insurant supervkor- should Be in 
a position to pbint out tlw advantages arid disadvantages of the plAn.- 

/ 

COOPERATTVE SELF-IN.SURAfipE PLANS 

Under the t^peraUve self-insurance plan, local school (and/or 
o^er^ate building) groups srt up lii adminirti^tive organixation 
whei^ a combination of self-insurance and of Jrarchased iiisuranoe 
provide protertion again^ loans. Under thn plan, self-insuranoe is 
provided againrt certain kesea, or for losses up to a certain limit, 
whde purchased protection is provided for losses in ‘exons of this 
limit GeneraUy, premimna are collected for the purchase of blocks 
of excess coverage. EaseiHally, blanket protection for all buildings 
■nd properties, srt np on scheduled spedfics ak necessary, is piu^ 
chas^ and losses- are paid in i^rdanoe with thp oovenge and the 
iMurred. The State sup^rvisor'inay be in a pondon to adviie 
locaj school authoritiss on the problems involvad in this plain 
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Limited Corerage Han 


• Another way that State insurance leadership, could be of value 
might be in agisting local districte deteJinine what part of their * 
local risks should be «>ver«l by iiiurancS and what part' should bet 
aasumed/by the school district This suggestion r^te on the a^ump- 
tion that practically all school dirtricts do aMume wme of their risks 
and that they purchase insurance ojverage for othere. For instance, ^ 
few districts insure for 100 percent of a risk In such cases, It is 
anticipated tbst the district will assume K>me of the obligations in 
case tliere is a total loss. State leader^ip c»uld be of assistance to 
lt>cal schwl systems by advising on such |^rtx 5 edure« and by giving 
information on what is being done el^where in this field. 


ERIC 


Slate Insaranee Progranu 

• - I * ' 

♦ ^ 

^ The SUte msuran<» supervisor s^iould be familiar with the various 
5tate-operat^ insurance funds. There a^e several typ« of State 
insurance fimds, but the one that applies to locAl school di^cts 
accepts district school property risks, and may aa»pt other t?p^ of 
State and lo<al government property. As a general rule^the Slate 
insurant fund is created by a legislative art which authorizee the 
■asctfnWing of funds for the prrtertion of the participating district 
Policyholder’s paynajent^ may be drtermbed hj fund needs. 

As has been pre'nously pointed, out, it is not the purp<»e of this 
diKJuasion to promote or to criticiae Stafe insurance. Rather, the 
purpose is to show that State insurant is nrt without precedent, be- 
cai^ State or State-managed insurance has been established in some 
States. various States have some d^;ree of self-coverage. Some 
of them have self-a^umed riAs on ^rious State properties; rtbers 
have cooperative insurance coverage; and some ha^ purchased com- 
mercial coverage- The State inaurant* supervisor should' be familiar 
with ail of these possibilities so that if be becomw the designated 
Stete official to organic and direct such a plan Tor his State, he 
will be able to give nec^sary leader^ip to the program. 


Reriaioii of Earkting IiMimuDee Programs 

a 

Flnal^, State leadership in insurwce might be direrted toward 
tl» revision .pf exirting local schotd dirtrirt in^pranoe programs 
wh«e simh revision naay be needed. Tbis leadership may it 
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possible for local districts to avoid some of the common pitfalls that 
usual y plague local officials when they set out to reorganize their 
schoql msurance programs. Regardless of whether State leadership 
gives^a^istance in the -newer areas of insurance, such as those men- 
tioned in the foregoing pages, or whether' this leadership is given ' 
to the reorganization of exiting programs, a great deal needs to be 
done in the field of school insurance administration 
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